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MONDAY, MAY 23, 1960 


Hovuse or REPRESENTATIVES, 
SuBCOMMITTEE ON TRANSPORTATION AND AERONAUTICS 
oF THE COMMITTEE ON INTERSTATE AND ForeIGN CoMMERCE, 
Washington, D.C. 


The subcommittee met, pursuant to call, at 10 a.m., in Room 1334, 


New House Office Building, Hon. Morgan M. Moulder presiding. 
Mr. Mouuper. The subcommittee will be in order. 


The Subcommittee on Transportation and Aeronautics is meeting 
this morning to begin hearings on H.R. 7595, to authorize the Civil 
Aeronautics Board to include in certificates of public convenience and 
necessity limitations on the type and extent of service authorized. 

This bill was introduced by Mr. Williams, chairman of this subeom- 
mittee, at the request of the Civil Aeronauties Board. 

On April 28, 1960, following a decision of the Court of Appeals for 

setimot of ( 1) ] —Imat 1» | anee l.v. Cival Aer ties 
the District of Columbia in United Air Lines et al. v. Civil Aeronautics 
Board, the Chairman of the Board addressed a letter to the Honorable 
Oren Harris, chairman of the Committee on Interstate and Foreign 
Commerce, urging early consideration of the legislation and proposing 
certain modifications considered desirable as a result of the court 
decision. 

At this point, if there is no objection, I would like to include in the 
record the letter addressed to Mr. Harris and the proposed substitute 
language, to be followed by the text of H.R. 7593 and the agency 
reports. 

(The documents referred to follow :) 

CIviL AERONAUTICS BOARD, 
Washington, D.C., April 28, 1960. 
Hon. OREN Harris, 
Chairman, Committee on Interstate and Foreign Commerce, House of Represent- 
atives, Washington, D.C. 

Deak Mr. CHAIRMAN: H.R. 7593, which is pending before your committee, 
Was introduced by Mr. Williams at the Board’s request to implement item 2 on 
the Board’s legislative program. H.R. 7593 would authorize the Board to issue 
certificates of public convenience and necessity containing limitations on the 
type and extent of service authorized. The Board has testified before the 
Aviation Subcommittee of the Senate Interstate and Foreign Commerce Com- 
mittee in support of item 2 on the Board’s legislative program. 

As a result of a recent decision of the Court of Appeals for the District of 
Columbia Circuit, United Air Lines et al. v. Civil Aeronautics Board, C.A.D.C., 
No. 15025 et al., the Board urges your committee to expedite its disposition of 
H.R. 7593 and to consider certain modifications which now appear desirable as 
aresult of the court decision. 

As the committee is aware, the Board, on January 28, 1959, in the Large 
Irregular Air Carrier Investigation, Docket 5132, issued temporary certificates 
of public convenience and necessity for supplemental air service to a number of 
air carriers found by the Board to be fit to receive them. Under these certificates, 
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supplemental air carriers were authorized to conduct without reference to any 
specified terminal or intermediate points not more than 10 flights carrying jp. 
dividually ticketed passengers or individually waybilled property in the same 
direction between any single pair of points in any calender month, and to render 
unlimited planeload charter services. This authorization was limited to inter. 
state air transportation. It was the latest step in the development of this indus- 
try which was originally known as “large irregular air carriers” and which 
initially had been licensed on an interim basis under the Board's exemption 
power, section 416(b) of the Federal Aviation Act (Order E—9744, dated Noy, 
15, 1955). 

A number of air carriers certificated to render route-type service petitioned the 
U.S. Court of Appeals for the District of Columbia Circuit for review of the 
soard’s order and opinion of January 28, 1959. On April 7, 1960, the court 
rendered its decision in United Air Lines et al. v. Civil Aeronautics Board jn 
which it found that the Board's action in certificating supplemental air carrier 
operations was legally deficient in three respects : 

1. The certificates issued by the Board do not specify the terminal and interme. 
diate points between which air transportation is authorized but grant a blanket 
authorization to operate between any two points in the United States, 

2. The certificates issued by the Board contain a limitation of 10 flights per 
month in the same direction between the same 2 points. In the opinion of 
the court, this limitation was in violation of section 401(e) of the act which 
provides: “No term, condition, or limitation of a certificate shall restrict the 
right of an air carrier to add to or change schedules * * *,.” 

3. In referring to the determination of fitness required by section 401(d) of 
the act, the court pointed out (one judge dissenting) that the Board gave the 
same nationwide cargo and pasenger authority to each of the applicants to which 
it issued certificates. The court stated that in many instances the prior opera- 
tions of the individual applicants had been small or specialized and that their 
financial resources were inadequate for the newly authorized operations. It 
would thus appear that the court’s standard of fitness that each carrier must 
establish would be greater than that found by the Board to be necessary for 
supplemental service. 

As hereinbefore stated, the Board by order E—-9744 dated November 15, 1955, 
conferred on the supplemental air carriers by exemption under section 416(b) 
of the act interim authority of the same scope as now contained in the aforemen- 
tioned certificates. This order was set aside by the same court in American Air- 
lines v. Civil Aeronautics Board, 235 F. 2d 845 (July 19, 1956), on the ground 
that the Board had not made sufficient subsidiary findings to sustain the 
statutory finding required for exemption that enforcement of the certificate re- 
quirements of section 401 “would be an undue burden on such air carriers * * * 
by reason of the limited extent of, or unusual circumstances affecting, the 
operations of such air carriers.” <A petition for a writ of certiorari by some of 
those carriers was denied by the Supreme Court, 353 U.S. 905. 

In order to keep the supplemental air carrier industry in operation, the 
Board might attempt (as indicated by the court) to make additional findings 
of undue burden which would warrant the granting of this authority by exemp- 
tion. However, in light of other decisions of the same court which place a very 
narrow construction on the Board’s exemption powers, there is no assurance 
that such action of the Board will be sustained upon further judicial review. 

The result is that legislation is needed if there is to be any assurance that the 
supp'emental air carrier industry is to continue in existence. The court itself, 
in United Air Lines v. Civil Aeronautics Board, twice remarks that “the problem 
is for the Congress. The Board should present it there.” While the Board has 
instructed its legal staff to request the Solicitor General to petition the Supreme 
Court for review of the decision in United Air Lines v. Civil Aeronautics Board 
by writ of certiorari, it is not certain that such a petition will be filed. The 
affected carriers may, of course, file such petitions but there is no assurance 
that the Supreme Court will agree to hear the case. 

The Board has found that the supplemental air carriers have performed a 
useful public service and have a definite place and ro'e in meeting this Nation’s 
air transportation needs. These carriers as a class have performed valuable 
services responsive to a public need in the field of charter and specialized serv- 
ices: in meeting needs for individually ticketed services in peak periods which 
could not be met by the certificated carriers: in innovating and developing air 
coach services; and in meeting military needs for airlift. There can be no doubt 
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that the continued existence of the irregular air carrier fleet is of real value in 
terms of pational defense, and it is evident that the future ability of the irregu- 
lar air carriers to serve the military, as they are doing now and have done so 
ably in the past, depends upon their ability to operate their planes in commercial 
activities when not engaged in service for the military. 

H.R. 7593 would eliminate one of the problems posed by the court’s decision, 
je. the authorization to issue certificates of public convenience and necessity 
containing limitations on the type and extent of service authorized. It will be 
necessary, however, to expand the scope of H.R. 7593 to meet the other problems 
raised by the court. Changes in H.R. 7593 which are now required because 
of the court’s decision are as follows : 

1. The Board should be authorized to grant a blanket authorization without 
having to designate specific points. 

2, {The present stringent requirement of fitness should be reduced so that 
only general findings of fitness need be made for supplemental service 

8. Statutory operating rights should be granted to the existing holders of 
supplemental air carrier certificates in the nature of a “grandfather provision, 
thus assuring the continuity of operations presently being conducted by the 
supplemental air carriers. 

Attached is specific language to implement our suggested changes in H.R. 
7593. The situation confronting supplemental air service is extremely grave. 
If there is to be any assurance that operations are to be continued in accordance 
with existing Board authorizations and present policies, prompt action by the 
Congress is needed. 

Vice Chairman Chan Gurney does not agree with the legislation as proposed. 
He is of the opinion that the legislation should authorize the Board to issue 
supplemental certificates for charter services only. 

Sincerely yours, 
JAMES R. DurRFEE, Chairman. 


A BILL To amend the Federal Aviation Act of 1958, as amended, to provide for a class 
of supplemental air carriers, and for other purposes 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That section 101 of the Federal Aviation 
Act of August 23, 1958, as amended, is amended by redesignating Paragraphs 
(32) and (33) as (384) and (35) respectively, and inserting therein two new 
paragraphs to read as follows: 

“(32) ‘Supplemental air carrier’ means an air carrier holding a certificate 
of public convenience and necessity authorizing it to engage in supplemental air 
transportation. 

“(33) ‘Supplemental air transportation’ means air transportation rendered 
pursuant to a certificate of public convenience and necessity which contains such 
limitations as to frequency of service, size or type of equipment, or otherwise, 
as will assure that the service so authorized remains supplemental to the serv- 
ice authorized by certificates of public convenience and necessity issued pur- 
suant to Sections 401(d) (1) and (2) of this Act.” 

Sec. 2. Section 401 of the Federal Aviation Act is amended by adding to sub- 
section (d) thereof a new paragraph (3) to read: 

“(3) (i) In the case of an application for a certificate to engage in air trans- 
portation as a supplemental air carrier, the Board may issue a certificate au- 
thorizing the whole or any part thereof for such periods as may be required 
by the public convenience and necessity, if it finds that the applicant is fit, will- 
ing and able properly to perform the service of a supplemental air carrier and 
to conform to the provisions of this Act and the rules, regulations and require- 
ments of the Board hereunder. In determining whether an applicant for such 
a certificate is fit, willing, and able within the meaning of this paragraph the 
Board shall give consideration to the conditions peculiar to supplemental air 
transportation, including the nature of the public need found to exist and the 
extent of the obligation imposed on an air carrier engaging in such air trans- 
portation to provide the service authorized by the certificate. Any certificate 
issued pursuant to this paragraph shall contain such limitations as the Board 
shall find necessary to assure that the service rendered pursuant thereto will 
be limited to supplemental air transportation as defined in this Act. 

“(ii) If any applicant who makes application for a certificate for supple- 
mental air transportation within 30 days after the date of enactment of this 
paragraph shall show (A) that, from the effective date of its certificate issued 
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under Order E-13436 or E-14196 of the Civil Aeronautics Board until April 7, 
1960, it, or its predecessor in interest, was an air carrier furnishing service 
between places within the United States authorized by a certificate of public 
convenience and necessity issued by the Civil Aeronautics Board pursuant to 
Order E-13436, adopted January 28, 1959, or Order E-14196, adopted July 8 
1959, to render such service, and that any portion of such service for any class 
of traffic was performed pursuant to such certificate during such period, and 
(B) that such certificate had not been revoked or otherwise terminated by the 
Board prior to the enactment of this paragraph, the Board, upon proof of such 
facts only, shall issue a certificate authorizing such applicant to engage in 
supplemental air transportation to the same extent and for the same period 
authorized in the applicant’s certificate issued pursuant to Order E-13436 or 
B-14196, and subject to the terms, conditions and limitations attached to such 
certificate, provided that the certificate authority to be granted hereunder shall 
also extend to service between Hawaii and the other States to the extent such 
service was authorized pursuant to exemption authority issued under Board 
Order E-9744 of November 15, 1955, and that for the purposes of these certifi- 
cates the State of Hawaii shall be considered one point.” 

Sec. 3. Subsection (e) of Section 401 of the Federal Aviation Act is amended 
by adding the following text: “A certificate issued under this section to engage 
in supplemental air transportation shall designate the terminal and intermediate 
points only insofar as the Board shall deem practicable and may designate 
only the geographical area or areas within which service may be rendered, 
Nothing in this subsection shall prevent the Board in specifying the service to 
be rendered under a certificate for supplemental air transportation from placing 
such limitations on such certificate as it may find to be necessary to assure that 
the services are limited to supplemental aif? transportation.” 

Sec. 4. (a) Any air carrier which received a certificate of public convenience 
and necessity issued by the Board pursuant to Order Kh-13436 of January 28, 
1959, or Order B-14196 of July 8, 1959, and which furnished service pursuant 
thereto from the effective date of such certificate until April 7, 1960, may, for 
a period not to exceed 180 days from the date of enactment of this Act, perform 
operations pursuant to said certificate. Any air carrier presently operating in in- 
terstate air transportation as a “supplemental air carrier” pursuant to authority 
received under Board Order E-9744 of November 15, 1955, whose application for 
certification as a supplemental air carrier is pending before the Board may con- 
tinue to operate in interstate air transportation under its existing authority un- 
til the effective date of an order of the Board disposing of such application. 

(b) The provisions of this Act shall in no way affect any enforcement or 
compliance proceeding or action against the holder of a certificate of public 
convenience and necessity issued pursuant to Order E-13436 or Order E-141% 
pending before the Board on the date of enactment thereof, or the power of the 
Board to institute any enforcement or compliance action against such holder 
subsequent to the date of enactment of this Act with respect to violations of the 
Federal Aviation Act or provisions of the certificate or the Board’s Regulations 
which may have occurred prior to such date. Any sanction which the Board 
might lawfully have imposed on the operating auhority of an air carrier for 
violations occurring prior to the issuance to such carrier of a certificate of 
public convenience and necessity for supplemental air transportation under 
paragraph (3) (ii) of Section 401(d) of the Federal Aviation Act as amended 
by this Act may be imposed upon a certificate issued to such air carrier under 
such paragraph. 

(ec) Any application of an air carrier heretofore consolidated into the Board 
proceeding known as the Large Irregular Air Carrier Investigation, Docket 
5132 et al., shall be deemed to have been finally disposed of by the Board inso- 
far as said application seeks authority to engage in interstate air transportation, 
(1) upon the effective date of a certificate of public convenience and necessity 
issued to such carrier pursuant to the provisions of Section 401(d) (3) (ii) of 
this Act: (2) upon the effective date of an order of the Board denying any 
application of such carrier for a certificate of public convenience and necessity 
under Section 401(d)(3) (i) or (ii); or (8) in the event such carrier was 
issued authority by Order F-13436 or E-14196 and fails to file application for 
a certificate pursuant to said section, on the thirty-first day after the date of 
enactment of this Act. 
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[H.R. 7593, 86th Cong., 1st sess. ] 


A BILL To amend sections 101 and 401(e) of the Federal Aviation Act of 1958 so as 
to authorize the Civil Aeronautics Board to include in certificates of public convenience 
and necessity limitations on the type and extent of service authorized, and for other 
purposes 
Be it enacted by the Senate and House of Representatives of the United States 

of America in Congress assem ble d, That section 101 of the Federal Aviation 

Act of 1958 (49 U.S.C, 1301) is amended by inserting, immediately after para- 

graph (22), the following new paragraph : é‘ va 

“(994) ‘Limited service air carrier’ means an air carrier holding a certificate 
of public convenience and necessity wherein the holder is designated as such, 
which designation was included therein on the original issuance of the certifi- 
cate.” : ‘ ‘ : ‘ , 

Sec. 2. The fourth sentence of subsection (e) of section 401 of the Federal 
Aviation Act of 1958 (49 U.S.C. 1371(e) is amended to read as follows: “No 
term, condition, or limitation of a certificate shall restrict the right of an air 
carrier to add to or change schedules, equipment, accommodations, and facilities 
for performing the authorized transportation and service as the development 
of the business and the demands of the public shall require, except that, in 
issuing any certificate to a limited service air carrier, the Board shall include 
in such certificate such terms, conditions, and limitations as are necessary to 
define the type and extent of the limited service authorized by such certificate, 
and to assure that the service offered thereunder does not exceed the authori- 
zation.” 


I. XECUTIVE OFFICE OF THE PRESIDENT, 
BUREAU OF THE BUDGET, 
Washington, D.C., August 6, 1959. 
Hon. OREN HARRIS, 
Chairman, Committee on Interstate and Foreign Commerce, 
House of Representatives, Washington, D.C. 

My Dear Mk. CHAIRMAN: This is in reply to your letter of June 10, 1959, re- 
questing the views of the Bureau of the Budget on H.R. 7593, a bill to amend 
sections 101 and 401(e) of the Federal Aviation Act of 1958 so as to authorize 
the Civil Aeronautics Board to include in certificates of public convenience and 
necessity limitations on the type and extent of service authorized, and for other 
purposes. 

The Bureau of the Budget would have no objection to the enactment of this 
legislation. 

Sincerely yours, 
PHILLIP 8S. HUGHES, 
Assistant Director for Legislative Reference. 

Mr. Movutper. Our first witness this morning will be the Honorable 

Whitney Gillilland, Chairman of the Civil Aeronautics Board. 


STATEMENT OF HON. WHITNEY GILLILLAND, CHAIRMAN, CIVIL 
AERONAUTICS BOARD, ACCOMPANIED BY ROSS NEWMAN, ASSO- 
CIATE GENERAL COUNSEL; JAMES ANTON, DIRECTOR, BUREAU 
OF ENFORCEMENT; AND CHARLES DONNELLY, LEGISLATIVE 
REPRESENTATIVE 


Mr. Gituinnanp. Mr. Chairman, to the members of the subecommit- 
tee I would like to present the members of the staff who accompany me. 
There will be Mr. Ross Newman, the associate general counsel of the 
agency, Mr. James Anton, director of the Bureau of Enforcement, and 
Mr. Charles Donnelly, our legislative representative. 

I have a short prepared statement that I would like to read, with 
your consent, Mr. Chairman. 
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Mr. Chairman and members of the committee: I appreciate this 
opportunity to appear in connection with your consideration of the 
bill H.R. 7593 which would authorize the Civil Aeronautics Board to 
issue certificates of public convenience and necessity limiting the type 
and extent of service. In view of recent happenings of considerable 
consequence, some modifications will be here suggested. It appears 
that legislation of this kind may be essential if the supplemental air 
carrier industry is to be continued in anything like its present posture, 

As the committee is aware, the Board, on January 28, 1959, in the 
Large Irregular Air Carrier Investigation, docket 5132, issued tem- 
porary certificates of public convenience and necessity for supple- 
mental air service to a number of air carriers found by the Board to 
be fit to receive them. Under these certificates, supplemental air car- 
riers were authorized to conduct, without reference to any specific 
terminal or intermediate points, not more than 10 flights carrying in- 
dividually ticketed passengers or individually waybilled property in 
the same direction between any single pair of points in any calendar 
month, and to render unlimited planeload charter service. This 
authorization was limited to interstate air transportation, 

A number of air carriers certificated to render route-type service 
contested the decision and petitioned the U.S. Court of Appeals for 
the District of Columbia Circuit for review of the Board’s order 
and opinion of January 28, 1959. On April 7, 1960, the court ren- 
dered its decision in United Air Lines et al, Ve Civil Aeronautics Board 
in which it found that the Board’s action in certificating supplemen- 
tal air carrier operations was legally deficient in three respects: 

1. The certificates issued by the Board do not specify the terminal 
and intermediate points between which air transportation is author- 
ized but grant a blanket authorization to operate between any two 
points in the United States. 

2. The certificates issued by the Board contain a limitation of 10 
flights per month in the same direction between the same 2 points. 
In the opinion of the court, this limitation was in violation of section 
401(e) of the act which provides: 

No term, condition, or limitation of a certificate shall restrict the right of 
an air carrier to add to or change schedules * * *. 

3. In referring to the determination of fitness required by section 
401(d) of the act, the court pointed out (one judge dissenting) that 
the Board gave the same nationwide cargo and passenger authority 
to each of the applicants to which it issued certificates. The court 
stated that in many instances the prior operations of the individual 
applicants had been small or specialized and that their financial re- 
sources were inadequate for the newly authorized operations. It 
would thus appear that the court’s standard of fitness that each car- 
rier must establish would be greater than that found by the Board 
to be necessary for supplemental service. 

Concerning what should be done about the matter, the court said: 

If the requirements of section 401(e) interpose an insuperable obstacle to 
the full development of supplemental air service, which they may well do, the 
problem is for the Congress. The Board should present it there. 


Hence we are here. 
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A brief review of the history of the matter appears to be called for. 
Shortly after the passage of the Civil Aeronautics Act in 1938, the 
Board issued an exemption order authorizing nonscheduled opera- 
tions. Thereafter nonscheduled operations were permitted and de- 
veloped over the years under such exemption authority. Initially 
they were seualoeanndls conducted with aircraft of smaller size 
than those utilized in regular route or scheduled operations. How- 
ever, with the availability of surplus transport-type aircraft after 
the end of World War IT, many nonscheduled operators began to 
acquire and make use of such larger aircraft. 

As a result of these deve ‘lopments, the Board, in 1947, revised its 
exemption regul: itions to require letters of registr’ ition as a condition 
precedent to oper: ations and to distinguish between operators of 
transport-type aircraft (large irregulars) and operators of small air- 

craft (small irregulars). The 1! 47 revision precluded the large ir- 
eels earriers from holding out or operating regularly or with a 
reasonable degree of regularity, and under Board established criteria 
the carriers could operate as many as 8 to 12 flights per month between 
the same points, depending on the spacing of flights and breaks in 
service. Both charter flights (planeload operations) and special 
serv ice flights (individu: ly ticke DG or waybilled traffic) were counted 
in determining whether operations were excessive as between any two 

oints. These operations could be conducted on a worldwide basis 
for the carriage of property (interstate, overseas, and foreign air 
transportation), and for the carriage of persons in other than foreign 
air transportation. 

There were some subsequent changes in the regulation and, in 1951, 
the Board instituted the large irregular air carrier investigation 
above Rees to, to determine— 

Their appropriate role in the air transportation system and 
the extent of the operations which should be permitted. 

2. The carriers to receive authority. 

3. Whether authorization should be by certificate or exemption. 
After protracted hearings, the Board determined in 1954 to decide the 
role of the carriers and the scope of operations and continue the 
remaining issues. Thereafter, in 1955, the Board found them to 
comprise a separate— 
Class of carriers who perform a wide variety of services and who have the neces- 
sary flexibility to switch from one area of operations to another, and from one or 
more types of service to others— 
and, being— 
unhampered and unrestricted by schedule and route requirement * * * make 
themselves available to serve whenever and wherever the demand exists. 
The Board further found that its action would not adversely affect 
the regular route operators and that unlimited charter authority 
should be granted, together with special service flights not to exceed 
10 per n month in each direction between any 2 points. This 10-flight 
limitation, the Board noted, was derived from an average of the 8 to 
12 flights permitted under the prior regulations, and would remove 
uncertainties as to the exact scope of operations permitted with con- 
sequent benefits to the carriers and the Board in administration and 
enforcement of the standard. 
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The Board at that time determined to grant the new authority 
to all members of the class but on an interim exemption basis and 
pending its final decision as to the qualifications of individual carriers 
and as to whether the final authorization should be by certificate op 
exemption. 

This order granting interim exemption authority was set aside by 
the Court of Appeals for the District of Columbia Circuit on July 19, 
1956, on the ground that the Board had not made sufficient subsidi; ary 
findings to sustain the statutory findings required for exemption, to 
wit, that enforcement of the certificate requirements of section 401 — 
would be an undue burden on such air carriers * * * by reason of the limited 
extent of, or unusual circumstances affecting, the operations of such carriers 

It therefore appears that, to put it very moderately, there is at 
least great doubt as to whether the carriers can be continued In any- 
thing resembling their present posture under either certificated or 
exemption author ity. 

There are 25 certificated supplemental air carriers. During fiscal 
year 1959, they generated approximately 1 biiticn revenue passenger 
miles. This constituted 2.7 percent of the total revenue passenger- 
miles generated by the air carrier industry, including the certificated 
route carriers, 

The domestic traffic of the supplemental carriers for this period 
amounted to 312 million passenger-miles which was 31 percent of the 
total mileage. The domestic traffic is divided as follows: 52 percent 
civilian and 48 percent military. The international traffic consisted 
of 696 million passenger-miles, divided 40 percent civilian and 60 per- 
cent military. This includes all traffic, i.e., individually ticketed, char- 
ter, and contract. 

During 1959, the 25 supplementals had total transport operating 
revenues of $51 million, of which the contract and charter services, 
both military and civilian, accounted for 440 million. The individ: 
ually ticketed services, both passenger and freight, amounted to $11 
million. As a result of these operations the supplemental industry, 
as a whole, showed a net loss for the period, after taxes, of $8 million, 
Eleven of the carriers showed a slight profit. 

H.R. 7593 was introduced at the Board’s request by Chairman Wil- 
liams to remove any doubt on the extent to which the Board could 
issue certificates of public convenience and nec essity which would au- 
thorize a limited or supplemental type of service. In previous testi- 
mony the Board has pointed out that a clarification of section 401(e) 
is desirable to make it clear that a carrier, if it chooses, may request 
less than a full certificate and that the Board has authority to grant 
such a limited certificate. At that time, no court decision had been 
issued casting doubt on the validity of the Board’s power to issue 
limited certificates. 

H.R. 7593 would resolve only one of the problems posed by the 
court’s decision. It is necessary, therefore, to expand the scope of 
H.R. 7593 to meet the other problems raised by the court. You will 
note that attached to my statement is a revised draft which contains 
specific suggestions for amendment of the bill. 

First, the Board would be given authority to issue certificates of 
public convenience and necessity containing limitations on the type 
and extent of service authorized. 
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Second, the Board would be empowered to grant a blanket authori- 
gation without having to designate specific points. 

Third, the required findings as to fitness would be related to the 
ability to render supplemental service rather than to an obligation to 

erform nationwide service. 

Fourth, grandfather rights would be granted to holders of unre- 
voked certificates issued in the Large Irregular Air Carrier Investiga- 
tion, provided the carriers or their predecessors in interest had been 
operating from date of issuance to April 7, 1960, the date of the 
court’s decision. In addition, those carriers still operating under the 
1955 exemption order whose applications for certificates in docket 5132 
have not yet been decided, would be permitted to operate until the 
Board disposes of their applications. The bill would permit supple- 
mental air carriers to conduct interstate operations to Alaska and 
Hawaii. 

Mr. Chairman, and members of the committee, the Board has very 
serious doubt that any way exists to meet the grave problems con- 
fronting this segment of the air transportation industry other than 
by legislation. We recommend the attached draft as adequate to the 
purpose and that the matter be given urgent attention. moe 

The Bureau of the Budget has advised that there is no objection 
tothe submission of the foregoing statement. 

Mr. Moutper. Thank you, Mr. Gillilland. 

Are there questions by members of the subcommittee ? 

(No response. ) 

Mr. Mouvper. Following your statement, Chairman Gillilland, we 
shall insert in the record the letter addressed to Chairman Harris 
from Chan Gurney, Vice Chairman of the Civil Aeronautics Board. 

T assume we have no questions to ask you. Your statement is very 
clear. 

Mr. GInuILLANb. Very well. 

Mr. Movvper. It explains itself. It is a very good statement. 

Mr. GinLItLAND. Thank you. 

(The letter referred to follows:) 

CIVIL AERONAUTICS BOARD, 
Washington, D.C., May 17, 1960. 
Hon. OREN HARRIS, 
House of Representatives, 
Washington, D.C. 

DEAR CONGRESSMAN Harris: While I agree with my colleagues on the Civil 
Aeronautics Board that legislation by the Congress is urgently required to 
authorize the Board to issue certificates of public convenience and necessity for 
supplemental air transportation, I differ with the majority as to the type of certi- 
ficates which the Board should be empowered to issue. JT would urge the Con- 
gress to enact legislation authorizing the Board to issue supplemental certificates 
limited to the operation of charter services only without regard to the other limi- 
tations in the act. This opinion is based upon my experience of over 9 years 
as a member of the Civil Aeronautics Board supported by statistics which indi- 
cate little need for supplemental air service other than charter operations. 

As you and the members of your committee know, the urgent need for this 
additional legislation has resulted from a reversal by, the U.S. Court of Appeals 
for the District of Columbia Circuit (United Air Lines, et al. v. C.A.B., C.A.D.C. 
No, 15,025 et al.) remanding the decision of a majority of the Board in the 
Large Irregular Carrier Investigation, docket No. 5132. In the latter case, the 
Board awarded certificates of public convenience and necessity to 25 former 
large irregular carriers to engage in interstate air transportation limited to 10 
round trip flights per month between any 2 points carrying individual ticketed 
passengers or cargo, but unlimited as to charter flights. (For example, each 
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carrier was authorized to operate 10 round trip flights per month between New 
York and Los Angeles, New York and Miami, and between any other 2 Cities 
during the same period being limited only by the availability of equipment.) 

The domestic air carrier route system certificated by the Board links every 
major metropolitan area with each other and with more numerous smaller com. 
munities. The 12 trunkline carriers presently serve 322 cities, while the syp. 
sidized local service carriers provide air service to 447 cities and towns. Thus 
the trade and vacation routes are more than adequately served by these route. 
type carriers who are required by law to render adequate service according to the 
needs of the communities. 

Carriers, other than the trunks and the local service lines, known variously 
as nonscheduled, large irregular, and supplemental air carriers, have from time 
to time, held out and operated route-type services in violation of the regulations 
adopted by the Board. These violators engaged in operations between the major 
long haul traffic markets such as New York-Los Angeles, New York-Miami, and 
Chicago-Los Angeles where trunkline carriers were providing adequate and 
competitive services. The authority held by these violators have been revoked 
or cease and desist orders have been entered by the Board for exceeding their 
authority. The supplemental carriers who are enjoying the best financial condij- 
tion today are for the most part those carriers who have through the years con- 
centrated on developing the charter market rather than holding out to the 
individual ticketholder. The Board’s records show that for the year ending 
June 30, 1959, the supplemental carriers received operating revenues of $438,038,- 
000 for their civilian and military charter sales while grossing transport revenues 
of $12,982,000 in operations other than charters. (These statistics do not in- 
clude revenues of two carriers who are involved in enforcement proceedings for 
violations of their authority as large irregular carriers.) Two of the three 
earriers grossing approximately 82 percent of the transport revenues other than 
charter have recently found themselves in grave financial difficulties and have 
suspended operations. Of the 25 carriers granted supplemental authority in 
January 1959, 10 carriers have conducted no individual sales service operations 
during the 12 months preceding June 30, 1959. Four of these 10 carriers have 
failed to operate even 1 revenue flight of any kind. No carrier has really taken 
advantage of the 10-round-trip-per-month authority which the supplementals 
have had since 1955. It is my conclusion therefore that little need has been 
shown for the authority to conduct operations other than charter. 

The Board has encouraged the supplemental carriers to develop the charter 
market by permitting these carriers to operate a charter exchange whereby a 
charter group is assured of the availability of an aircraft to suit its needs by 
negotiating with one central source which in turn has available the entire 
supplemental air carrier fleet. The Board recently disapproved a similar ar- 
rangement organized by the trunkline carriers to protect the supplemental 
earriers from unwarranted competition in developing the charter market. It is 
my firm belief that the future of the supplemental air carrier industry lies in the 
further development of the charter market—and not in attempting to engage in 
route-type operations of any kind. 

One additional point requires elaboration. The proposed amendment of section 
401 of the Federal Aviation Act would authorize the Board to issue supplemental 
certificates for interstate, oversea, and foreign air transportation. It is urged 
that the amendment be limited to interstate operations only. Currently, the in- 
ternational routes are served by several U.S. flag carriers who are competing 
with approximately 50 foreign air carriers. As a result of this competition, 
the U.S. flag carriers instead of securing 74.7 percent of the market in 1950, 
were only transporting 56.7 percent of the total passenger traffic by air in 
1959. With unlimited competition by the supplemental carriers in these markets, 
the frequency and quality of our flag services may very well deteriorate. 

The Board has certificated 10 all-purpose carriers to operate major inter- 
national routes. Five of these carriers reported losses on their international 
operations for the year 1959. The two U.S. international all-cargo carriers are 
experiencing severe financial difficulties as is an all-cargo carrier on an oversea 
route. The certification of an unlimited number of supplemental carriers in the 
international field may well pose a further threat to the financial condition of the 
existing carriers on these routes. 

The large irregular carriers, predecessors to the supplemental air carriers, 
have had authority to operate cargo flights internationally, but few have sought 
to use this authority over the years. It is apparent, therefore, that little need 








EEE 


SUPPLEMENTAL AIR CARRIER CERTIFICATES 11 


exists for overseas or foreign supplemental air transportation of any kind and 
it is urged that such authority be deleted from the proposal. 

Failure to include overseas and foreign supplemental air transportation in the 
roposed amendment does not mean that the supplemental carriers will be 
excluded from participation in either civilian or military international move- 
ments—as the Board has ample authority under section 416(b) of the Act to 
exempt air carriers for individual flights or for operations for a limited time 
for any national defense need or other emergency. 

Respectfully submitted. 

CHAN GuRNEY, Vice Chairman. 


(The following letter was later received for the record :) 


CIvIL AERONAUTICS Boarp, 
Washington, May 25, 1960. 
Hon. Joun BELL WILLIAMS, 
Chairman, Subcommittee on Transportation and Aeronautics, Committee on 
Interstate and Foreign Commerce, House of Representatives, Washington, 
D.C. 


Deak CHAIRMAN WILLIAMS: The Board appreciates the prompt action taken by 
your subcommittee in hearing testimony on H.R. 7593, a bill originally intro- 
duced by you at the Board’s request, to clarify the Board’s authority to issue 
limited certificates of public convenience and necessity. 

In presenting the Board’s testimony on May 23, 1960, certain modifications 
were suggested and specific language was submitted to the subcommittee to take 
care of the legal problems raised by the U.S. Court of Appeals for the District 
of Columbia in United Air Lines, et al. v. Civil Aeronautics Board, in its deci- 
sion of April 7, 1960. 

HLR. 7593, as originally introduced, would have made it clear that a earrier, 
if it chooses, may request something less than a full certificate and that the 
Board would have the authority to grant such a limited certificate. Under 
this bill, however, before the Board could issue a limited certificate it would 
have been necessary to make a finding that the transportation is required by 
the public convenience and necessity. 

Although we are suggesting that H.R. 7593 be modified in several respects 
because of the court decision, it should be noted that the requirement of publie 
convenience and necessity is still contained in the Board’s proposal. Section 
2 of the Board’s amended bill makes this point clear by requiring any supovle- 
mental certificate issued by the Board to be based upon a prior finding that 
such transportation is required by the public convenience and necessity. 

It is requested that this letter be included in the record of the hearing on 
H.R. 7593 in order that there be no misunderstanding on this point. 

Sincerely yours, 
WHITNEY GILLILLAND, Chairman. 


Mr. Movurper. The next witness is Mr. Stuart G. Tipton, president 
of the Air Transport Association of America. 


STATEMENT OF STUART G. TIPTON, PRESIDENT, AIR TRANSPORT 
ASSOCIATION OF AMERICA 


Mr. Treron. Mr. Chairman and members of the committee, my 
name is Stuart G. Tipton. I am president of the Air Transport As 
sociation of America, which is composed of substantially all of the 
certificated, regularly scheduled airlines of the United States. Our 
membership includes the trunklines and local service airlines operat- 
ing within the continental United States, airlines operating in and to 
the new States of Alaska and Hawaii, U.S.-flag international airlines, 
all three domestic helicopter airlines, and most of the U.S.-flag all- 
cargo airlines. 

My testimony is addressed to the extensive substitute for H.R. 
7593, proposed by the Civil Aeronautics Board, through then Chair- 
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man James R. Durfee, in its letter to Chairman Harris, April 2 
1960. The bill is also attached to the presentation Chairman Gili 
land just made to the committee. I assume that the two bills referred 
to are the same. 

In these closing weeks of a most busy session, the Civil Aeronautics 
Board is asking the Congress to take hasty and precipitate action 
which we believe would be a radical de sparture from the basic policies 
of the act—-policies which experience has proved are sound and neces- 

sary for the development and preservation of this Nation’s air trans- 
portation system. 

As a background for its present deliberations, we believe the com- 
mittee should be aware of the history and background of the problem 
Which brings these parties before you today. It has been suggested 
that the supplement: al carriers have long been im operation under color 
of Jaw and pursuant to a thoughtful and considered plan of regula- 
tion by the Board. It is suggested to you that their present situation 
is simply an unforeseeable accident of litigation. This simply is not 
the fact. The large irregular operators came into existence beginning 
in 1945 without the knowledge, intention or any purposeful action by 
the Board. As a matter of fact, before the Board even had a chance 
to formulate a program to bring these operators within the regulatory 
framework of the act, many of them were engaging in extensive inter- 
city common carrier oper: itions without the least semblance of reeu- 
lation. There followed a series of regulatory measures together with 
enforcement proceedings against the more flagrant violators, a pro- 
gram which, however well intentioned, proved unequal to the prob- 
lem it was intended to solve. After 5 vears of ineffectual atte mpts to 
regulate, the Board in 1951 launched the large ir regular carrier inves 
tigation, which gave rise to the court litigation which brought the 
Board before you with its present proposal. When the investigation 
was only half finished, the Board suspended the taking of evidence, 
and in 1955 issued a decision on an incomplete record. It should have 
been no surprise that the policy of that decision and the attempt to 
implement it under section 116(b) of the act were held inv 2 by the 
courts. There followed more proceedings, another decision in which 
the policy of the 1955 decision was swallowed whole, and an atieunid 
to issue certificates which were clearly in violation of the plain lan- 
guage and the regulatory plan of the act. In short, the present situa- 
tion is the product of years of ineffectual regulation followed by two 
decisions which in their very inception should have been recognized 
us contrary, not simply to the form of the act, but the basic congres- 
sional policies announced in it. 

So much for looking backward. There is no point in doing so any 
more. The committee is faced with the practical problem of legislat- 
ing on the issues which this history has caused to arise and we pro- 
pose to make recommendations whic h will preserve the operations of 
the supplement: als without impairing the sound policies previously 
laid down by Congress. We will oppose gr anting power to the Board 
to regulate the sc shedules and equipment or accommodations of air 
carriers. We will oppose the establishment of two standards of fitness 
in the air transport industry. We will oppose the certification of air 
transport oper ations without findings of public need for the carrier’s 
service. We will support legislation which authorizes the Civil Aero- 
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nautics Board, if there is now doubt as to its authority, to issue cer- 
tificates for all-charter operations on an area basis. The remainder 
of this statement will be devoted to an explanation of these positions. 

As this committee will recall, the Civil Aeronautics Act of 1938 was 
adopted to deal with a situation which one of the congressional com.- 
mittees recommending the legislation described as chaotic. Of the 
¢120 million invested in the indust ry to that date, half had been lost. 
The excesses of unregulated competition and lack of security of route 
jeopardized ability to attract private investors and build the kind of 
air transport systems the public interest demanded. As the late 
Senator McCarran eloquently put it, the legislative studies by this 
committee and other committees— 
revealed that if we were to expect air transportation to develop into a sturdy 
form of transportation rather than a perilous adventure, the economic stability 
of this industry had to be assured. 

Much progress has been made toward this goal of a sturdy, econom- 
ically stable, air transport industry. This progress is not yet com- 
plete. For the investor in an airline, the adventure has not ceased to 
he perilous, even though the peril is less than it was 20 years ago. 
The last few years have seen a rash of airline financial problems, 
critical for some companies, serious for many others. Some of these 
financial problems may indicate the need for better administration 
of the regulatory plan; others may reflect fallibilities of managerial 
judgment and prediction; still others may be simply the sort of thing 
we expect from time to time in this dynamic and volatile industry. 
The low earnings and fiscal turbulence of the last 3 years make clear 
that an airline certificate is not a sinecure. They also make clear that, 
at the present time, proposals for change in basic elements of the act 
should be scrutinized with particular care, and adopted only if careful 
deliberation indicates they will strengthen—and not weaken—the 
underlying congressional plan for regulation of air transportation. 

The keystone of this regulatory plan, as has often been said, is the 
certificate of public convenience and necessity. 

The Congress has carefully defined the terms and content of such 
certificate, and the conditions upon which it can be issued, so as to 
insure that it not only will give the holder a measure of security of 
route, but also will assure that his operations will serve the public 
interest. At the same time, the act seeks to make sure that certificate 
holders will function as private enterprise—companies dedicated to 
public service, subject to Government regulation in the public interest, 
but nevertheless private enterprise. 

Thus, the certificate prescribes the points to be served, and the serv- 
ice to be rendered. The certificate issues only after the applicant has 
proved that the particular service authorized by the certificate will 
serve the public convenience and necessity, and has also proved that he 
is fit, willing and able to perform that service properly and lawfully. 
Once the certificate issues, the holder is obligated to provide safe and 
adequate service, at just and reasonable rates, under honest, economi- 
cal, and efficient management. The certificate may not, however, be 
used asa device whereby a Government bureau circumscribes and con- 
trols the holder’s right to provide the number of trips, and the equip- 
ment and facilities, which his service to the public requires between the 
points and in the type of service covered by his certificate. 
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These elements of the certificate and the certification process are jm. 
portant and embody sound regulatory concepts. The Board’s instant 
proposal would detract from the soundness of the regulatory plan in 
significant respects. It would change the act so as to empower the 
Board to— 

(a) Use the certificate as a device to dictate schedules, equipment 
and facilities. 

(6) Issue certificates for any type of service, without spec ifying 
points to be served. 

(c) Certificate regardless of whether there is any public need for 
the particular carrier’s services. 

(d) Certificate on the basis of general fitness, regardless of the 
limited experience and fitness of the particular carrier, 

Each of these elements of the Board’s proposal is unsound. 

Take, first, the matter of a certificate limitation upon the right to 
add to or change schedules, equipment, accommodations, or facilities, 

As I noted a moment ago, while the act seeks to enlist private enter- 
prise in the public service, under appropriate regulation by a Federal 
agency, it does not contemplate that such private enterprises will be- 
come mere creatures of the Federal agency. Thus, while section 401(e) 
of the act directs that the certificate shall specify the points to be 
served, and the service to be rendered, by the cert ificate holder, it also 
specifically states : 

No term, condition, or limitation of a certificate shall restrict the right of an 
air carrier to add to or change schedules, equipment, accommodations, and 
facilities for performing the authorized transportation and service as the de- 
velopment of the business and the demands of the public shall require. 

This is a very important provision to insure that this industry is 
regulated as private enterprise serving the public interest. It says 
that once the Board finds a given carrier fit to provide a given serv- 
ice—pi issenger, m: ail, cargo, helicopter, or whatever—bet ween specified 
points, it shall not then seek to manage such details of his business as 
telling him what schedules he can operate, and when, or—to take 
another example—whether he can use new or only second-hand equip- 
ment. 

This inhibition against Government. dictation of schedules and 
equipment is, we submit, the soundest of regulatory concepts. If the 
public needs a carrier's service, and the Board certificates the carrier 
for that service, the carrier should be free to compete as vigorously as 
he can, to build up his business as much as he can, to operate as often 
as he can, and to use whatever equipment he can. This is, we submit, 
the course most consistent with a free, competitive economy harnessed 
to public service. If the very certificate that authorizes an airline to 
provide a particular service were also to limit the quantum of service 
to be provided, then we would have the most vicious sort of planned 
economy. The certificate holder would be told to compete, but not 
too much; to serve, but not too much; and to make his business as suc- 

cessful as he could, but not any more successful than preordained by 
the regulatory plan. 

We believe—and I would like to make this very clear—that it is 
sound for the Board to regulate by determining what service the pub- 
lic needs, by what carriers, and where. The Board should, we be- 
lieve, be in a position to certificate two or six or nine or other num- 
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ber of carriers to compete between a given pair of points in passenger, 
mail, and freight, or to certificate only a single such carrier, between 
a pair of points, as it determines the public need; to determine that 
over certain routes one or more all-cargo carriers are needed; to au- 
thorize helicopter service, or pickup mail service, or escorted tour serv- 
ice, in certain areas—but not in others—in accordance with the pub- 
lic need. Such regulation of the service to be rendered, and where 
it is to be rendered, is sound within the concept of the act. It har- 
nesses the carrier to needed public service—and gives full scope to his 
initiative and ingenuity and resources to provide that public service 
the best he can. 

It is not, on the other hand, sound to attempt to regulate by author- 
izing a carrier to provide a service, but only a little bit of it. Such 
an approach is uneconomic. It cireumscribes the carrier’s opportu- 
nity to apply his initiative and enterprise; it deprives him of the 
fruits of his endeavor; and it inhibits him as a competitive force. 

The provision of section 401(e) of the act which forecloses the 
Board from conditioning a certificate so as to limit the number of 
schedules was carefully drawn by the Congress to serve just such 
purposes as I have outlined. A proposal that the regulatory agency 
be empowered to limit schedules was considered at some length—and 
then killed—by a congressional committee. I will not, at this time, 
review the legislative history at length. A single quotation should 
be sufficient. Commissioner Joseph b,. Eastman apparently struck the 
proposal its death blow when he test ified: 

“While the bill gives the Commission authority to fix standards of service, 
the air carriers propose that the Commission be given specific jurisdiction, upon 
complaint of other air carriers, to limit the number of schedules flown. This is 
an unusual limitation upon competition, and they should prove their case at pub- 
lic hearings before you propose it.” Hearings on 8. 2 and 8S. 1760 before a sub- 
committee of the Senate Committee on Interstate Commerce, 75th Cong., 1st 
sess. 338 (1937). 

You will note there the recommendation that Commissioner East- 
man refers to is one at that time made by air carriers. Experience 
under the act has certainly demonstrated that Commissioner East- 
man and this committee and its corresponding committee in the Sen- 
ate were wise in not adopting that recommendation. 

The Board, nevertheless, would now like to have this power. It 
has, indeed, already—and despite the clear language of section 401 (e) 
of the act—sought to exercise such power. Early in 1959, it purported 
to certificate some 25 carriers, the former large irregulars, for a so- 
called supplemental service. One feature of these certificates was to 
have been a limitation that the holder could not operate more than 10 
individually ticketed flights in each direction between any given pair 
of points in any calendar month. Such a limitation clearly violates 
both the letter of the act, and the purpose of the congressional man- 
date. It was, not surprisingly, stricken down by the U.S. Court of 
Appeals, District of Columbia Circuit. The purported certificates 
were set aside as unlawful, and the matter remanded to the Board for 
further, lawful, proceedings. 

The court thus, in effect, told the Board it had undertaken to regu- 
late in an unlawful and unsound manner, and admonished it to pur- 
sue, or remand, a sound regulatory approach. 
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We believe the Congress should likewise direct the Board to de. 
velop a proper regulatory approach, within the congressional map. 
date. We believe the Congress should reject the Board’s proposal 
on this point. 

What the Board proposes, it will be noted, is that it be given 
potentially far-reaching blank check to condition certificates so as to 
control and limit schedules, equipment, facilities, and accommoda- 
tions. The Board suggests that it be empowered to issue certificates 
for supplemental air transportation, which will contain —_ limita- 
tions as to frequency of service, size or type of equipment, or other- 
wise, as | will assure that the service so authorized remains ‘aa 
mental * * *, Moreover, section 401(e) of the act would be amended 
so as to Skala in a certificate for supplemental air transportation, 
limitations to assure that the services are limited to supplemental air 
transportation. 

These amendments are, in any view, loosely drawn. There is no 
understandable definition of supplemental air transportation, which 
apparently could mean whatever the Board chose to regard it as 
meaning, at any given time, so long as the Board inserted in the 
certificate a limitation on schedules or equipment or otherwise to 
assure that the service so authorized remains supplemental. The 
Board has previously said, in an order issued in 1955, that the term 
“supplemental” is relative and not sacentiaa: of rigid definition, 
And, in an article published the following year, one Board member 
went even further and characterized the local service carriers as of- 
fering a valuable supplemental service. By the same token, the 
service of the all-cargo carriers could perhaps be deemed supple- 
mental, And, for that matter, I suppose it could be argued that the 
services of any carrier newly certificated between points already 
being served as supplement: al and therefore subject to limitation to 
keep them supplemental. The instant proposal does not tie the lim- 
itation the Board could impose to 10 flights a month or any other 
number; it could for all that appears in the draft, be 2 flights a day, 
or 5, or 10, or 50, or some number to be prescribed in a periodic di- 
rective as to the current definition of supplemental. 

But I am not here to carp at the looseness of the darftsmanship of 
the Board’s instant proposal. We have, as I have tried to indicate, 
a basic objection to any proposal that would enable the Board to at- 
tempt to regulate by controlling such matters as the schedules and 
equipment of a carrier. We think this is unsound. We think the 
Board has, for many years, been on an unsound regulatory tangent 
by attempting to deal with the so-called irregulars or supplement: als 
on the basis of limitation of schedules. It is, we believe, high time 
that the Board pursue a regulatory approach to this group of carriers 
based on the regulatory prince iples embodied in the act. Certainly 
the Board should not expect the Congress in the short time remain- 
ing in this session, and under present conditions, to adopt a proposal 
such as this one, m: aking fundamental changes in the very basic con- 
cepts of the act. 

Now, as to the outlines of a regulatory approach consistent with 
the act, and resting on sound principles: We believe that such an 
aproach cen be readiy worked out if the Board now turns its atten- 
tion—as it should have long since—to regulation based on what on 
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what service to be provided, where, and by whom, instead of trying 
to permit certain carriers to engage in a little scheduled air trans- 
yortation, but not very much. 

With respect to what service should be provided under this ap- 
proach : We believe this could well be built around the provision of 
charter services, which in fact constitute the bulk of the operations 
of most of the carriers which the Board purported to certificate as 
supplementals. Thus, based on revenues as reported to the Board 


for the fiscal year 1959, only 2 of the 25 carriers purportedly certifi- 
cated as supplementals had substantial individually ticketed opera- 
tions for that year. These two carriers accounted for almost 90 per- 
cent of the noncharter revenues of this entire group of 25 carriers. 
For the remaining 23 carriers, charter and contract accounted for 95.4 
percent of total transport revenues, and individually sold services 
accounted for only 4.6 percent. An approach designed to authorize 
them to conduct charter services, without limitation as to frequency 
of schedules or type of equipment, would be consistent with the regu- 
latory concepts embodied in the act. It would be regulation based 
upon the service to be offered, rather than upon artificial limitation 
of the quantum of service. 

It should be noted that the Board’s two hearing examiners, in their 
initial decision in the proceeding which culminated in the purported 
supplemental certificates, originally found that the authority granted 
these carriers should be basically only to conduct charter operations, 
and should not include authority to conduct individually ticketed 
services of a route-type nature, Two members of the Board advocated 
the all-charter approach, but were outvoted by the three members who 
felt that a limited individually ticketed authority should also be 
granted. Thus, of the 7 men who devoted their talents and expertness 
to deciding the scope of the authorization, + rejected the notion that 
the 10-flight grant for individually ticketed flights would serve the 
public interest and accord with the sound regulatory concepts of the 
act, while 8 favored a limitation-of-schedules approach. Now that 
the court has made clear that a limitation-of-schedules approach is 
not permissible under the act, it would not be amiss for the present 
Board to reappraise the thinking of its predecessors and see if an all- 
charter authorization for these carriers is not the most that is re- 
quired by the public interest. Certainly, the Board should be pre- 
pared to speak most precisely on this point before it urges the Con- 
gress to undertake fundamental change in the act. 

This brings me to the question where this all-charter service should 
be authorized. 

At this point, it is appropriate to discuss briefly the requirement of 
the first sentence of section 401(e) of the act that 
Each certificate issued under this section shall specify the terminal points and 
intermediate points, if any, between which the air carrier is authorized to en- 
gage in air transportation and the service to be rendered * * * 

The requirement that the certificate designate the points to be 
servecl—as well as the service to be rendered—is, we believe, important 
to the sound implementation of the congressional regulatory plan. A 
carrier could scarcely be expected—much less required—to provide 
adequate service, absent a designation of points. The purpose of re- 
quiring the Board to find a need for service would be negated if the 
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‘arrier could then fly anywhere. There could be neither security of 
route, nor regulatory control of competition, if carriers were free to 
pick and ec hoose, start up and abandon, routes at will. 

As the legislative history of the act will show, the Congress had 
such concepts in mind when it deliberately adopted the specification. 
of- points requirement in section 401(e). 

One of the reasons the Board’s purported certificates for “supple. 
mental” air service were held unlawful is that the Board ignored the 
plain language of this requirement, and sought to issue certificates 
which did not specify points, but authorized the holders to fly any- 
where in individu: uly ticketed services (subject to the 10-flight limita. 
tion). This departure from the act the court quite properly struck 
down. 

Here, again, the Board proposes that the Congress quickly change 
the act so as to override the court decision. The suggestion is that. a 
certificate for 


supplemental air transportation— 
whatever that means— 


shall designate the terminal and intermediate points only insofar as the Board 
shall deem practicable and may designate only the geographical area or areas 
within which service may be rendered. 

This we regard, for reasons previously indicated, as unsound for 
individually ticketed services. An individually ticketed service, by 
its very nature, should be responsive to the needs of the public for 
service between particular points. If there is a need for such route 
service, the Board should so find when it issues the cerificate, If it 
‘annot so find, as to any given pair of points, the certificate should not 
issue. 

It is to be recognized, however, that for a charter service, specifi- 

cation of points may not be important. The Congress so recognized 
when it provided, in the last sentence of section 401 ( (e) of the act, that 
a certificate holder may make charter trips “without regard to the 
points named in its certificate, under regulations prescribed by the 

soard.” In so doing, the Congress recognized that ability to conduct 
hahah trips, without being trammeled by the particular combina- 
tion of points set forth in the route certificate, was an essential ad- 
junct to the route service. Where the customer's requirement is for a 
planeload service, it frequently embraces a combination of points not 
wholly on the carrier’s routes—and perhaps not covered by any com- 
bination of certificated routes. Moreover, since the de mand for plane- 
load service between any given pair of points is likely to be sporadic, 
it does not always readily lend itself to advance specification of points 
in the certificate. 

It would, ace ordingly , do no great. violence to the regulatory oe 
if the Board were to issue certificates solely for charter trips which, i 
lieu of specifying “points” to be served, designated the area or areas 
within or between which the charters were to operate. The recent 
court litigation, as we understand it, did not particularly focus upon 
the propriety of an “area” certificate for all-charter operations. On 
the other hand, there could well be a question, at this juncture, 
whether an all-charter certificate might not have to specify points, 
pursuant to the first sentence of section 401(e) of the act, even though 
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the last sentence of that section might make such specification appear 
superfluous. If this is deemed a possible problem, a simple clarifying 
amendment should suffice to make crystal clear the Board’s authority 
to issue all-charter certificates on an “area” basis. This could be 
modeled on the second sentence of section 401(e) of the act, and would 
read as follows: 

A certificate issued under this section to engage solely in charter trips in air 
transportation shall designate the terminal and intermediate points only insofar 
as the Board shall deem practicable, and otherwise shall designate the area or 
areas Within or between which such charter trips may be flown. 

We would have no objection to such amendment. 

Another area in which the Board’s proposal entails unsound and 
undesirable departure from the act and proper principles of regulation 
has to do with the question of who should be awarded a certificate. 

Under the present act, to answer the “who” question affirmatively 
as to any given applicant, the Board must make two basic findings: 

1. That the service of the particular applicant is required by 
the public convenience and necessity. 

2. That the applicant is fit, willing, and able to perform the 
particular service properly and in conformity with law. 

These two basic prerequisites are spelled out in section 401(d) of 
the act. 

The Board’s proposal, as we understand it, would eliminate, or 
water down to virtual meaninglessness, both of these requirements in- 
sofar as a certificate for “supplemental air transportation” is con- 
cerned. The Board, in transmitting its proposal to the chairman of 
the committee, candidly states as one purpose : 

The present stringent requirement of fitness should be reduced so that only 

general findings of fitness need be made for supplemental service. 
The Board’s letter of transmittal is silent with respect to the present 
requirement of finding the service is required by the public conven- 
lence and necessity, but examination of the proposed bill indicates it 
would simply be wiped out. 

In our view, the Congress should not countenace the proposed tamp- 
ering with the “fitness” and “need” tests for certification. These are 
two of the act’s most important protections to the public interest. 

Taking up, first, the “fitness” standard. This is not, of course, a 
standard peculiar to the Federal Aviation Act. The Congress incor- 
porated exactly the same language in the Motor Carrier Act of 1935— 
and for exactly the same purpose, to screen out the unfit and irrespon- 
sible, and thus protect the public. Likewise, the same language ap- 
pears in most State public utility laws, many of which predate the 
Federal legislation. 

The urgency of retaining and applying in air transportation the 
fitness standard—the “stringent” fitness standard, if you want to use 
the Board’s adjective—can be readily documented. The long and 
sorry history of the abuse and mistreatment of the public by miscel- 
laneous “nonsked” and “irregular” carriers is a case in point. It can 
be directly related to the Board’s failure to apply the fitness standard 
to these carriers. 

This committee is, of course, familiar with the broad outlines of this 
sordid story. I would nevertheless like to review some aspects of it 
briefly, so as to put in perspective the importance of the fitness stand- 
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ard. And, before doing this, I would like to emphasize our belief that 
the bulk of the 25 carriers to whom the Board purported to issue “sup. 
plemental” certificates are blameless of the sort of misconduct which 
blackened the name “nonsked” and are no doubt fit for future Opera- 
tions under appropriate regulatory authority. _But—and this I would 
also like to emphasize—we do not believe the Board has yet done the 
job it should have done, under the statute and in the public interest, 
in se reening out the unfit. 

The nonscheduled or large irregular carriers, it will be recalled, 
originally got into business some 15 years ago under a broad, blanket 
exemption “which required none of them to show either fitness, or a 
need for his services. By 1947, the Board found that operations by 
some of this group had— 

* * * resulted in numerous complaints to the Board concerning tariff and 
operating practices, including but not limited to failure of such carriers to per. 
form the services agreed upon, great variations in the fares and rates charged 
by the same carrier for comparable service, failure to make refunds to passen- 
gers and shippers for transportation not performed, misrepresentation of equip- 
ment, facilities, and services, and use of Ree grit and makeshift equipment 
and facilities. (Regulations No. 388, May 5, 1947, 12 F.R. 3076.) 


These abuses of the public were, it will be noted, the typical sort of 
thing likely to occur where a carrier goes into business without ade- 
quate financial resources, a proper organizational basis, and a plan for 
operations prepared by competent personnel — the classic tests of fit- 
ness, applied by the Board in normal certificate cases. 

But, unfortun: itely, the Board did not at that time undertake a pro- 
gram to apply a fitness stand: urd to these carriers. It merely required 
the “large irregulars” to obtain a letter of registration—which issued 
upon a simple. one-page | applic ation, without any requirement as to 
need or fitness. At one time, there were 109 of these letters of regis- 
tration outstanding; the 25 carriers to whom the Board purported 
to issue supplemental certificates are the survivors. 

By 1949, it became apparent the “letter of registration” program 
had not solved the problem. The Board found th: at— 

* * * the widespread abuses noted by the Board in its findings attached to 
the revision of §292.1 in May of 1947 have not only continued, but in many re- 
spects have become greater and more flagrant. (Regulations No. ER-142, Apr. 
13, 1949). 

At this point, the Board announced a program for a carrier-by-car- 
rier review of the qualifications of each of the “large irregulars,” look- 
ing toward either cancellation of the carrier’s letters of registration, 
or issuance of a specific individual exemption. This program was 
not, however, carried through. Instead, in 1951, the Board instituted 
the Large Irregular Carrier Investigation, docket No. 5132. The 
specific fitness of each of the ir regulars and the need for his particular 
services, were among the stated issues in this proceeding. 

And, if ever a record showed the importance of painstaking applica- 
tion of the fitness standard, this one did. Voluminous evidence was 
adduced by, among others, local governments and better business 
bureaus, who—as the Board found in 1955—were “interested pri- 
marily in assuring protection against malpr ictices of which many 
irregular carriers and their ticket. representatives or owners have been 
guilty.’ > Based on this record, the Board and its examiners in their 
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1955 decisions cataloged—but in greater detail—essentially the same 
abuses the Board had found in 1947. Thus, it was found in 1955 


that— 


The record is replete with evidence that there has been widespread violation 
of law and regulation and failure to fulfill the duties to the public which a 
common carrier should assume. These matters have taken the form of * * * 
stranding of passengers, failure or refusal to make refunds on tickets where 
the prospective passenger was not carried. Many operations have been started 
on the basis of complicated financial manipulations whereby there was no 
money invested in the business. In some cases, the transportation tax collected 
from the travelers for the Federal Government was used as working capital. 


And the examiners declared that while they— 


do not find that all of the irregular carriers have engaged in these wrong do- 
ings, SO many have done so that the matter cannot be shrugged aside as one 
of isolated individual defections. 

This record, running back so many years and featuring findings 
made, in almost the same words, in 1947, and again in 1949, and 
again in 1955, is convincing evidence of the importance of regula- 
tion based on specific findings of each carrier’s fitness. On each 
occasion, the Board was referring to the sort of abuse of the public 
which most. likely reflects attempted operation by a carrier lacking 
the financial resources and organizational Hemriohaibiiite that meet 
the fitness standard. 

Against this background, we believe that the Congress should re- 
ject ‘the Board’s present proposal that “only gener: al findings of fit- 
ness need be made for supplemental service.” For entirely too long, 
the public has had to suffer the consequences of ee ations by car- 
riers who never met the fitness standard which the Congress adopted 
in 1938 

As the Board has advised the C ongress, the purpose of this pro- 
posal for “general” findings of fitness is to enable the Board to rely 
upon the same sort of findings of fitness that it made in its 1959 deet- 
sion granting “supplement: al” certificates, These are the findings 
which the court struck down as not in compliance with the act. 
And even a brief analysis of these findings will indicate doubt that 
the Board has yet attempted an adequate screening of these carriers 
for fitness, having in mind the important protection to the public 
involved. Thus, one of the applicants who was found “fit” had a 
net worth of barely $19,000, including a fleet consisting of a wrecked 
DC-3 purchased for $75, and another of the applicants had a negative 
net worth of over $188,000. The first had not operated at all “for 6 
years, and the second only sporadically since 1954; nevertheless, each 
was given certificate authority to operate nationwide passenger or 
cargo services. This sort of approach is virtually an open invitation 
to more of the “stranding of passengers, failure or refusal to make 
refunds” which has been all too frequent in the past. 

Under the Board’s “general” findings of fitness, carriers which had 
formerly operated only charter flights, or flew exclusively for the 
military, were authorized to engage in individually ticketed passenger 
service; carriers which had flown only overseas were authorized to 
operate Seomeatien ‘ally; carriers which had carried only freight were 
authorized to transport passengers; carriers which had ‘operated 
mainly in or from Alaska or from southern California, were auth- 
orized to conduct all of the above types of operation throughout the 
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United States. This sort of scatter-shot approach to fitness the 
court recognized as contrary to the congressional mandate, As the 
court said : 

In many instances, the prior operations of individual applicants had been 
small or specialized, and in many instances the financial resources, adequate for 
the types of operations theretofore conducted by the carriers, were in: adequate 
for operations of the scope authorized by the certificates. 

But the inadequacy of this generalized approach to fitness becomes 
even more apparent when one considers cases where the Board ap- 
parently would have certificated the applicant as “fit,” had not the 
vagaries of fate caused it to reopen the proceeding for additional 
evidence. 

Thus, the Board’s 1959 decision found one applicant “fit” on the 
basis that, while its corporate balance sheet showed inadequate f.- 
nances, its principal stockholder was a man of means who could make 
good any losses. This, in itself, is a curious finding for a regulatory 
agency, since it seems to say that a wealthy man can rely on his per: 
sonal wealth to establish financial “fitness” of an incor por: ated ¢ arrier— 
but still keep himself 1 in a position to draw at will the corporate yeil 
against the carrier’s creditors. In any event, it transpired that the 
principal stockholder had died shortly before the Board’s decision, 
The Board discovered this fact before the certificate had been physi- 

sally delivered to the carrier, and withheld issuance of the certificate 
pending further proceedings to determine what provision, if any, 
had been made to replace the prior stockholder. The significant point 
may well be that, had death here occurred some few weeks later, 
when the certificate was firmly in the hands of the cor porate applicant, 
there would have been no way for the Board to recall its action, 

In another instance, the Board’s examiners found an applicant 
financially “fit,” but the Board deferred final decision because of a 
reported change in management. On September 25, 1959, the Board 
entered an order, consented to by the carrier, which suspended its 
operating authority on the ground that it had become bankrupt and 
ceased operations, and because of its “failure to make refunds of 
tickets purchased from it,” failure “to perform flights due to its 
financial inability to provide the necessary flight equipment and per- 
sonnel” and “to give proper and adequate notice * * * to persons 
holding tickets and reserv ations,” which activities “caused great finan- 
cial and personal hardships involving the subjection of many pas- 
sengers to inconvenience and serious physical discomfort.” 

And so, in September 1959—less than a year ago—we find a Board 
order, directed to a carrier which was apparently regarded as finan- 
cially fit under the “general” fitness standards the Congress is now 
asked to approve, which echoes the same things the Board found 
wrong in its public statements in 1947, in 1949, and in 1955. 

In our view, there is no reason why the Congress should now amend 
the act so as to validate relaxation of the fitness standard. Certainly, 
any modification of the standard should not be undertaken in haste, 
but only after the most careful study. 

So much for the “fitness” standard. 

Now, and quite briefly, for the “need” standard. As I pointed out 
previously, the Board’s proposal would eliminate the requirement 
that it find a public need for the particular services of any given 
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boy plemental” carrier. This, again, is unsound. o_ Board should— 
and does—have the power to certificate as many carriers, for any 
given service between any pair of points, as it finds are required by 
the public convenience and nec essity. It should not—and does not— 
have the power to certificate more carriers than it finds are so required. 
And it should not be permitted to abdicate these essential regulatory 
decisions by being permitted to ignore the question. 

To summarize, br iefly, what I have said. I have stated our reasons 
for believing the Board’s present proposals would engraft on the act 
unsound regulatory concepts, and should accordingly be rejected. In 
our view, it is and would be unsound for the Board to attempt to regu- 
late on the basis of certificates imposing limitation of schedules, equip- 
ment, or accommod: tions. The certificate should spec ify the points 
to be ‘served, and the service to be rendered, without limiting the quan- 
tum of service. This is the form of regulation consistent with free, 
competitive | enter prise providing public service. If there is a need, be- 
tween any given pair of points, for individually ticketed service by any 
carrier not now certificated, and if that carrier is fit to provide the 
service, he should be so certificated, without limitation on the sched- 
ules or equipment he uses. If there is not such a need, he should 
not be so certificated. The Board’s approach to the problem of the 
“irregular” or “supplemental” carriers has sought to ignore these basic 
concepts, and to let the supplementals into undesignated markets, un- 
der limitations as to the quantum of service to be rendered. The 
Board should now reappraise this approach, so as to find a sound and 
lawful basis for authorizing operations by these carriers. Such an 
approach would, quite likely, be based most immediately on certificates 
for all-charter service. Such charter certificates could properly be 
issued on an “area” basis, rather than by designation of “points.” 
If a technical, clarifying amendment to the act is deemed appro- 
priate for this purpose, it should be made. In any event, and what- 
ever certificates it ultimately issues to some or all of the present “sup- 
plementals,” the Board should be required to apply the standards of 
fitness and of need as presently set forth in the act. 

Such an approach would entail no conflict with the fundamental 
regulatory concepts of the present act. It would, we believe, provide 
a sound solution to the supplemental carrier’s problem of finding an 
area of service, meeting a public need, which they can be lawfully 
authorized to serve. It will resolve the Board’s problems of estab- 
lishing sound regulatory control, based on lawfully issuable certifi- 

cates, and consistent with the act’s sound regulatory concepts, over 
this segment of the air transport industry. And it will enable all 
concerned—the Board, the supplementals, and the presently cer- 
tificated carriers—to turn their attention from litigation about what 
the Board can and cannot do to the more fundamental job of provid- 
ing better air transportation. We will accordingly support amend- 
ment to section 401(e) as I have testified. 

That completes my statement, Mr. Chairm: in, and I am sorry that 
it was such a long statement but the problem is important. It has 
a great deal of bac keround that must be brought to bear on the im- 
portant decisions that this committee must make and I felt it es- 
sential to tax the committee’s patience. 

Mr. Moutper. Thank you, Mr. Tipton. 
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Can you explain to us the difference between certificated or exemp- 
tion authority 4 

Mr. Tipron. Yes, sir. 

A provision in the act states that you shall not engage in air trans. 
portation without a certificate of convenience and necessity. That 
certificate is granted on the basis of a finding of need for the pro- 
posed service “and the fitness of the applicant. When that process 
is gone through a certificate is issued. 

There is another provision in the act, section 416, which provides 
that the Board may under stated, very limited circumstances, grant 
an exemption to a carrier from any other provisions of title LV, any 
of the economic regulations under the act. 

The exemption is granted upon a finding that the particular re- 
quirement. exempted from would be an undue burden on the carrier 
by reason of the limited character of his operations or the unusual 
circumstances affecting him and not required in the public interest. 

I do not know whether I have made the distinction clear but if it js 
not yet clear, I would be glad to respond to your further questions, 

Mr. Mounper. I did not ask Judge Gillill: = this question but since 
there are 25 supplemental carriers in the year 1959 who delivered ap- 
proximately 1 million passenger-miles, he eal it down and says 
that the domestic traflic is broken down as follows: 52 percent civilian 
and 48 percent military. 

Can you tell me why the military should be compelled to employ 
this kind of service / 

Mr. Tirron. Both the certificated and supplemental carriers have 
long taken the position in dealing with the military that the military 
should rely upon private industry to provide its transportation rather 
than extensive utilization of its own equipment. In some areas that 
is done. Consequently, both certificated and supplemental carriers 
move considerable troop traffic within the United States. 

Mr. Movutper. Are there any questions, Mr. Jarman / 

Mr. Jarman. Mr. Tipton, I think it is an excellent. statement of 
your position on this suggested legislation. I would like to compli- 
ment you not only on coming in and stating your position in opposi- 
tion to this legislation. but also stating the Tegisl: ative proposals that 
you would support. So often we have testimony before the commit- 
tee that is entirely negative in its approach and nothing is given the 
committee in the way of affirmative thinking that the witnesses may 
have on the question. 

Am I correct in understanding that hearings are in progress, or 
are soon to be in progress, in the other body on this project ? 

Mr. Tieton. They are. I understand they start tomorrow. 

Mr. Jarman. I certainly will reserve judgment on the pros and cons 
of the arguments before the subcommittee on the merits of the pro- 
posals being submitted. However, I will say this: With only about 
6 weeks remaining in this session, it does seem to me late in the con- 
gressional session to be undertaking to write legislation on a change 
of policy involving as many detailed legislative considerations as are 
involved in this proposal. 

T have no other questions, Mr. Chairman. 
Mr. Movutper. Mr. Springer? 
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Mr. Sprincer. Mr. Tipton, I think you made an excellent statement 
of your position but there is one question I have. 

Just what do you propose now ? 

Mr. Trpron. We would propose that, to meet the problem presented 
by Chairman Gillilland and the problem arising out of the two cases 
in which their decisions were reversed in this area, that if a technical 
amendment to the statute is necessary to provide for the issuance of 
all-charter certificates, that such an amendment be made. The net 
effect of that, of course, would be to authorize the board to issue, in 
addition to the types of certificates they have issued under the pres- 
ent law, certificates for an all-charter service for a business in which 
the carrier will offer its services and equipment to those who want. to 
charter an entire airplane. 

Mr. Sprincer. In other words, I take it then that your amendment 
is substantially an amendment which would allow charter service 
only ¢ 

Mr. Tieton. That is right. 

Mr. Sprtncer. That isas far as your amendment goes? 

Mr. Tieton. And in order to make it perfectly clear, let me say it 
conversely. Our amendment would prevent the Board for issuing 
a certificate which authorized a carrier to operate some schedules in 
individually ticketed service, but a limited number. 

The thrust of our position is that if a certificate is going to be issued 
for individually ticketed service, then it should be made upon a deter- 
mination that there is a need for such service over a particular route. 
If there is a need for individually ticketed service over a particular 
route, the certificate shall be granted but the carrier should be per- 
mitted to operate without restriction on the number of schedules he 
can operate. 

Mr. Sprincer. In other words, what you would do is this: First, a 
charter and second, you would limit the number of flights he possibly 
can make if the need were proven; is that r ight? 

Mr. Tirron. No. Without regard to what kind of certificate, what 
kind of service is authorized by a certificate, we feel strongly that the 
present congressional policy which says that the Board ‘must not 
limit, schedules, we believe that that policy should be maintained so 
that if the carrier receives an all-charter certificate, he should be per- 
mitted to run all of the charters he can send within the area that he 
is supposed to service and not permit the Civil Aeronautics Board 
to say that he can run charters but not very many. 

Mr. Sprrncer. I know all about the charter but I want to know how 
far you are going beyond charter. 

Mr. Tiron. We do not go beyond charter. 

Mr. Sprincer. It is charter, period ¢ 

Mr. Treron. Yes. 

Mr. Sprincer. There is nothing beyond charter. 

Mr. PonT Or The individually ticketed and waybill traffic, whether 
passenger or cargo, which is performed day in and day out by the 

carriers certifie ated to provide a new type service. 

Mr. Sprincer. Let me ask you this: With reference to the military, 
that would not be a charter flight ? 
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Mr. Treron. There is a great deal of military traffic moved within 
the United States, moved on the basis of charters, whole planeloads 
and 

Mr. Sprincer. But in the military field you are saying it must be 
chartered ¢ 

Mr. Treron. Yes. 

Mr. Springer. Cannot have any service? 

Mr. Trperon. Cannot run a regularly se -heduled service for individ- 
ually ticketed passengers, for military or otherwise, without getting a 
certificate authorizing you to do that. 

Mr. Sprincer. That is all. 

Mr. Moutper. Mr. Collier? 

Mr. Cotutrer. Mr. Tipton, I, too, think you made a very excellent 
statement. I think it very clearly and concisely points up the flaws 
and actually the impracticalities in H.R. 7593 about which, I might 
say, I have some very deep reservations myself. 

T think it would be a mistake to attempt to legislate at this stage of 
this Congress in an area such as this. 

I want to compliment you on a very excellent statement. 

Mr. Treron. Thank you, sir. 

Mr. Moutper. Mr. Tipton, thank you very much. 

On this point of the military, I do not wish to argue the question, 
but it occurs to me that when the milit: ary has a full planeload or a 
large group to transport, then I do not understand why they do not 
utilize their own equipment instead of a charter service or a private 
transportation system. 

Mr. Tirron. If I can answer that briefly, it has been—— 

Mr. Mouwper. I can understand why, if they have a few or a small 
group of personnel going or coming, that they would buy their own 
tickets for them on private planes, but when they have a full load 
involved, I do not understand why they don’t use military equipment. 

Mr. Tipron. The point you are making, Mr. Chairman, is one that 
has been greatly debated, as you know, within the past few years. The 
military agencies, particularly the Military Air Transport Service, 
have upw: ard of 450 or mor e transport airplanes which they devote to 
what is actually a schedule airline service. We have protested in every 
place we can get anybody to listen to us that the Government should 
not set up its own airline to compete with private industry. The 
MATS runs its operations right up and down our backs. This is in 
the international field primarily. MATS does not operate in ms 
domestic field substantially but they do operate in the Atlantic, i 
the Pacific, Latin America, and between here and Alaska. They run 
a scheduled service and they take Defense Department traffic that 
should be moved over commercial carriers. 

Mr. Movutper. I agree with you on that, but my point is where they 
have occasional passengers like that, they move them by private 
carrier and it occurs to me that when they have a large group that 
would fill up a whole plane or more than one plane, that would be in 
the nature of a military operation and they should utilize their own 
equipment. 

Mr. Tipton. I should explain the kind of operations they are con- 
ducting in which the military, without regard to the rightness or 
wrongness of it, is really not prepared to deal with them. For ex- 
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ample, where they have a large number of troops moving from one 
jlace to another. They can send them by rail or by air and we com- 
ete with the railroads to get that traffic. In most instances within 
the United States, the military is not geared up to move those troops 
on a regular basis and when they have sporadic movements, for ex- 
ample, like this very elaborate one just done between the United States 
and Puerto Rico in moving a division of troops, then they use their 
own equipment. 

Mr. Moutper. Thank you very much, Mr. Tipton. 

The hearing will be resumed in the morning at 10 o’clock in the 
(ieorge Washington Inn. 

The committee will stand adjourned until tomorrow morning at 10 
o'clock. 

(Thereupon, the hearing was adjourned at 11 :20 a.m.) 





SUPPLEMENTAL AIR CARRIER CERTIFICATES 


TUESDAY, MAY 24, 1960 


House or REPRESENTATIVES, 
SuBCOMMITTEE ON TRANSPORTATION AND AERONAUTICS 
or THE COMMITTEE ON INTERSTATE AND ForEIGN COMMERCE, 
Washington, D.C. 


The subcommittee met, pursuant to call, at 10 a.m., in room 100, 
George Washington Inn, Hon. John Bell Williams (chairman) 
presiding. 

Mr. Witu1AMs. The committee will come to order, please. 

This morning the Subcommittee on Transportation and Aeronautics 
meets to continue hearings on H.R. 7593, to authorize the Civil Aero- 
nautics Board to include in Certificates of Public Convenience and 
Necessity limitations on the type and extent of the service authorized. 

This morning we have scheduled the proponents of the legislation 
beginning with the joint presentation by the Independent Airlines 
Association and the Supplemental Air Conference. 

The association is represented by Mr. Clayton Burwell, president 
and the conference is represented by Mr. 8S. E. Spicher. 

Mr. Yates. Mr. Spicher asked me to make the presentation. 

Mr. Witurams. Mr. DeWitt Yates, general counsel ? 

Mr. Yates. Yes, sir. 

Mr. WituiAMs. You gentlemen may proceed, if you desire. 


STATEMENT OF DeWITT YATES, GENERAL COUNSEL, 
SUPPLEMENTAL AIR CARRIER CONFERENCE 


Mr. Yates. Mr. Chairman and members of the committee, my name 
is DeWitt Yates. I am counsel for the Supplemental Air Carrier 
Conference; the president of our association together with the presi- 
dent of the Independent Air Lines Association, Clayton Burwell, have 
prepared a joint statement which they would desire to be placed in the 
record reflecting our industries’ consolidated views on the matter here 
pending. 

Mr. Witi1ams. You do not care to read that statement but want 
it included ¢ 

Mr. Yares. I would like to have our joint statement included in 
the record. 

Mr. Witt1aMs. With no objection, the statement will be included. 

(The statement follows :) 
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Joint STATEMENT OF THE SUPPLEMENTAL AIR CARRIER INDUSTRY Berorg THR 
SUBCOMMITTEE ON TRANSPORTATION AND AERONAUTICS OF THE Hovugr INTER 
STATE AND FOREIGN COMMERCE COMMITTEE, May 1960 


The Supplemental Air Carrier Conference, the Independent Airlines Associ 
tion, and the Supplemental Air Carriers, in this joint statement, wish to = 
press. our appreciation for the opportunity to present our consolidated views 
with respect to H.R. 7593, a bill to amend certain portions of the Federal Ayia. 
tion Act of 1958. We also wish to thank the committee for holding hearings 
during this unusually busy congressional session and to say that in a world 
of big interests, it is reassuring that Congress can and has taken time to examine 
the legislative feasibility of repairing the critical situation imminently facing 
our segment of the transport system. 

We have had an opportunity to study the bill and the changes as suggesteq 
by the Civil Aeronautics Board of April 28, 1960. We concur wholeheartedly 
with the changes as suggested by the CAB as they are now required because 
of the court’s decision relative to certifieation by the Board of Supplementg) 
Air Carriers." We desire to place strong emphasis on a portion of Chairman 
Durfee’s statement, and we quote: 

“The situation confronting supplemental air service is extremely grave, [¢ 
there is to be any assurance that operations are to be continued in accordance 
with the existing Board authorizations and present policies, prompt action by 
the Congress is needed.” 

In 1947 the noncertificated cargo and irregular air carriers numbered in ex. 
eess of 700. Over a period of 14 years the new industry sustained a battle of 
survival over insurmountable odds inevitably heightened small enterprise threat 
of entry into a field of virtual monopoly. Today there are 26 supplemental ear. 
riers approved by the Board and 5 in the midst of hearings as to current quali- 
fication. They are diversified over the Nation and operate a fleet of well over 
100 aircraft, day in and day out in a highly competitive commercial field and 
present the only ready reserve civil airlift responsive to immediate call jp 
emergency. 

Mr. Chairman and members of this committee, this supplemental segment of 
the air transport system and its availability in event of national emergency 
should not be cast aside because of an inadequacy in the law. 

The proceedings leading to the Board’s findings, conclusions, and issuance of 
certificates and the court decision required 81% years and volumes of records in 
excess of 100,000 pages. We have with us a portion of this record. A complete 
record was too voluminous and too expensive for our carriers to purchase. Snf- 
fice it to say, that our battle for legal survival culminated before the Board in 
the largest and longest administrative proceeding in the history of administra- 
tive law. During the course of the 8-year fight, the trunk carriers have not pre- 
vailed in one single phase of the hearing or with the Board’s many findings en- 
tirely favorable to our industry. 

To understand why our certification has been so bitterly opposed by the large 
grandfather carriers and why we are here today, it is helpful to examine briefly 
several postwar developments in aviation transport. 

Apart from the progress in equipment, there have been only four significant 
developments in air transportation since the end of World War ITI. 

These developments have consisted of the innovation and development of air. 
coach travel, the airfreight or all cargo business, the contract air transportation 
of personnel and supplies for the Military Establishment and the commercial 
air charter business. We stress that each of these important fields was pio- 
neered, developed, and exploited, not by the trunk lines with their tremendous 
resources, but by the new carriers who came into business after World War IL 

Even as late as 1951, the spokesmen for the large airlines, particularly Ameri- 
can, United, and TWA were telling the Congress and the Board that the so 
ealled aircoach experiment was completely unworkable. Yet, the pioneering 
nonskeds, as they were known in those days, continued to fulfill a rising public 
demand and to prosper in the aircoach field. 





1A proposed technical amendment to the Board’s amendment will be suggested at a later 
time for the protection of those carriers which may not have flown between precise dates 
and which have not completed their hearings on qualification. 
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At the end of World War II, the U.S. air transport system had no airfreight 
segment at all and rates for the transportation of property averaged about 60 
cents per ton-mile. Again it was the new carriers that brought these rates down 
to levels of around 18 to 20 cents per ton-mile. The Board found in the Large 
Irregular Air Carrier Investigation that more than 50 percent of the lift of the 
commercial airline support for both the Berlin airlift and the Korean airlift was 
performed by the noncertificated or irregular air carriers even though, at the 
time, they represented less than 5 percent of the total industry. 

The Board found in its Commercial Charter Eachange ease that it was the non- 
skeds who had pioneered and developed the commercial charter market. 

Throughout all these years, the Air Transport Association, as spokesman 
for the large airlines, has sought to drive the new carriers out of the airline 
business. 

There has never been any price competition whatsoever among the grand- 
father carriers, and there never will be any. All price competition, whether 
it has been in the aircoach field, the cargo field, the military contract field, or 
the commercial charter business, has always come from outside the inner sanc- 
tum operated by the trunklines. 

Mr. Chairman, that the big trunk carriers were literally dragged, kicking and 
screaming, into the aircoach industry through the competition of the supple- 
mentals is a matter of incontrovertible record in the decisions of the Civil 
Aeronautics Board and is remembered by many Members of Congress who have 
followed aviation for the last 10 years or more. The record in the Air Freight 
case, Docket No. 810, of July 1949, supports the conclusion that the then sup- 
plementals (now all-cargo carriers) pioneered and developed the all-cargo in- 
dustry against the opposition of the trunklines. Only a few months ago, some 
of the grandfather carriers bitterly opposed a bill to develop a new military- 
civil cargo plane through a program of guaranteed loans. 

Along with the aircoach and the airfreight markets, again, it was the supple- 
mentals which pioneered the military contract business along with the former 
supplementals; such as, Seaboard & Western, Flying Tigers, Slick Airways, 
Aaxico, Resort, and Trans Caribbean. 

There is attached hereto and marked exhibit 1 a statement of the dollar 
amount of commercial airlift procured by MATS during fiscal years 1955, 1956, 
1957, and 1958. The percentage of dollar participation by carriers who were 
at one time supplementals for the 4 years involved is 89 percent of the total. 
The percentage of the total dollar amount carried by supplementals, who were 
active during the fiscal years in question, was 56 percent. The pioneering of 
the supplementals and the apathy of the old-line route carriers was even more 
pronounced in the field of domestic military group transportation. In that mar- 
ket, the supplementals have carried well over three-fourths of the domestic 
group air travel (CAM’s) since 1951. 

Both the Logair freight contract for the Air Force and the Quicktrans freight 
contract for the Navy have been carried almost exclusively by supplementals 
or former supplementals. 

Mr. Chairman, virtually all of the fruits of the supplementals’ pioneering 
in the aircoach market has gone to the big airlines which so vehemently op- 
posed it. Their reluctance to pioneer in the all-cargo market is matched by 
their determination to prevent any other class of carrier from developing it. 
They are now campaigning mightily to capture the military market, which they 
had little part in developing. This committee need only refer to the evidence 
adduced by the Celler committee in 1954 baring the relentless efforts of the big 
carriers to eliminate the supplementals from military business. 

Significantly, the supplementals have never asked for or received any sub- 
sidy. Part of the hostility of the old-line carriers to the supplementals, un- 
doubtedly, stems from the days when the route carriers leaned heavily on sub- 
sidy, a system which they did pioneer,’ and were concerned about any outside 
group that might demonstrate subsidy was not needed. The supplemental group, 
in fact, is the only class of carrier in the air transport system no members of 
which have ever asked for subsidy or received mail pay. 

One final point of fundamental difference and a further cause of hostility by 
the old-line carriers to the supplementals is our immediate readiness and willing 
response as a vehicle in support of the military in emergencies. This ready 





2The U.S. domestic carriers for domestic services only received as subsidy from 
1939-58 $424,560,000. 








32 


SUPPLEMENTAL AIR CARRIER CERTIFICATES 


availability for defense was illustrated in 1948 when almost on a moment’ 
notice, the supplemental airline industry mobilized to support the Berlin -: 
lift. Representing only 5 percent of the Nation’s civilian air transport at that 
time, the supplementals moved approximately 25 percent of the passen 
57 percent of the cargo tons carried by commercial airlines in this 
operation. (See exhibit 2.) 

Again, in 1950, the supplementals supported the Korean airlift by supplyin 
over half the commercial capability called for by the military. Overseas Ne 
tional Airways, a supplemental, charged the Government $1.17 a mile for a 
Dc-4 aircraft carrying bigger loads than Pan American’s DC's at $1.60 per 
mile, United’s at $1.70 per mile, and Northwest’s at $1.75 per mile. 

When the refugees streamed out of Hungary following the abortive revolt of 
1956, the supplemental carriers flew the first airplanes from this country to 
airlift refugees from Vienna to the United States and elsewhere. " 

_ The Arctic DEW line was supplied in substantial part by the supplementa] 
air carriers. 

Again, when the Lebanon crisis broke, the supplemental carriers were able 
to offer, in response to an emergency phone call from MATS, 38 four-engine 
aircraft in the space of 4 hours. 

The participation of the supplementals and their readiness to participate re. 
sults from a flexible posture like that of a mobile task force, in point of faet 
a ready reserve airfleet, at no cost whatever to the Government. The old route 
carriers are tied to their tracks from which they can disengage in a military 
emergency only with time and difficulty. Their routes are the framework of a 
massive peacetime airline system. But they cannot, as the Board has found, 
serve all the fluctuating needs and seasonal demands of a dynamic America in 
peacetime and are not capable of immediate disengagement and reorganization 
into a task group in wartime. 

The Civil Aeronautics Board in no uncertain terms has confirmed the vital 
services rendered by supplemental air carriers in the interests of national de- 
fense. In its opinion issued in November 1955, the CAB stated: 

“The continued existence of their (supplemental air carriers) fleet is of real 
value in terms of the national defense * * * it is evident that the (supple- 
mental) air carriers have the necessary flexibility to meet the demands of the 
military.” 

In December of that same year, the CAB, in order No. E—9884, highlighted 
the supplemental air carrier industry as: “A reserve airfleet, capable of being 
ealled into action to meet emergency transportation needs with a minimum 
amount of notice.” 

Testifying before the House Armed Services Committee on the national mili- 
tary airlift last month, Gen. William A. Tunner, retiring general of MATS, was 
critical of provisions within the Reed report on MATS. In augmenting this 
criticism, he said : 

“This would, of course, eliminate from competition some very fine supple 
mental carriers who have contributed a great deal in time of emergency to 
the Department of Defense airlift needs.” 

He also said with reference to the Reed report: 

“The elimination of competition will tend to restrict the growth of the air 
earrier industry as a whole and it is likely to have a disastrous effect, particu- 
larly on the small business concerns of this country.” 

It is these differences that have made our industry a minor yardstick by which 
to measure the claims of public service and national utility of the big carriers. 
This accounts for the desire of the grandfather carriers to exterminate us rather 
than face the challenge, however minute, of any stimulation of new business. 

In 1952, the nonscheduled industry, according to reports filed with the Civil 
Aeronautics Board, grossed $70 million. In 1959, the supplemental or former 
nonsked industry grossed approximately $62.8 million or a loss of more than 
$7 million gross, while the route carriers grossed $1.75 billion in 1952 and $2.6 
billion in 1959 for a gain of almost $1 billion. The 1952 profit of the supple- 
mentals of $7,597,000 became a loss in 1959 of approximately $920,000 while the 
profit of the route carriers of approximately $6 million in 1952 became a profit 
of $142 million in 1959. It is impossible to read into these figures any rational 
basis for the contention that the supplementals have hurt the route carriers 
dollarwise, that their traffic diversion is any more than a pinprick and that 
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their continued hostility is any more than force of habit, a lawyer’s game® or 
an attempt to get rid of a yardstick by which their service can be measured. 
During the last 8 years, while an army of lawyers and witnesses for the 
trunk carriers were predicting massive diversion and economic ruin if the Board 
encouraged the supplemental carriers, the grandfather carriers continued to 
wax fat and the supplementals continued to wane. 

Any diversion has been more than offset by the supplementals’ efforts in secur- 
jng new traffic. In this connection, the University of Michigan Research In- 
stitute found as a result of a survey in 1955 that 75 percent of Americans had 
never flown commercially. In 1958, the institute found that 70 percent of Ameri- 
cans had never flown commercially. Obviously, to get more of the first-time 
riders in the air requires better equipment, prices, convenience in travel, and 
missionary zeal. The supplementals have made and can continue to make a 
contribution to the entire aviation industry by assisting in the selling of the 
remaining 70 percent of first-time air travel after which these first-time riders 
may become repeat riders on the scheduled trunk airlines. 

This is true with respect to the approximately 250,000 soldiers, most of whom 
are young, that the supplementals annually carry for MTMA on commercial 
chartered air movements (CAM’s) between domestic military bases. 

It is true with respect to many of the military personnel and dependents ear- 
ried by supplementals for the Military Air Transport Service in international 
travel.’ 

It will be true with respect to cargo when and if the industry is able to acquire 
efficient cargo aircraft. No doubt, the all-cargo route carriers are, and will be, 
the backbone of the cargo system. But route carriers, whether passenger or 
cargo, must shape the size of their fleets and operations to the average scheduled 
cargo demand over their routes. Otherwise, the age-old dilemma of uneconomic 
and unusable equipment during seasons of low traffic or inadequate capacity to 
absorb all the demands of periods of high traffic presents itself. It is well known 
that the transatlantic market is adequately cared for by the route carriers for 9 
months of the year but that the summer demand for the last several years far 
exceeds their capacity. Thus, the influx of supplemental air carrier equipment 
ona charter basis helps the public to move in this peak period and thereby assists 
in retaining these people as air candidates for the route carriers when other 
circumstances prevail. 

In both passenger and cargo traffic there are convulsive increases in traffic 
dictated by special, and sometimes temporary, economic development programs. 
Equipment planning by route carriers requires a long leadtime and cannot be 
based upon the speculative, economic systems that may give rise to special and 
often short-lived demands for passenger and cargo movements. The role of the 
supplementals in serving off-route points with passenger or cargo traffic is an im- 
portant function to the public and ultimately stimulates all route traffic to the 
benefit of the route carriers. The traffic in the domestic passenger field which 
one route carrier supplies another under interlining agreements is approximately 
one-fourth of the total passenger traffic. Outside of the interline agreements, the 
supplementals supply the route carriers with considerable traffic which comes to 
supplementals as the result of sales efforts but which cannot be performed by 
supplementals because of the limitations on their service. 

The supplementals on the one hand have not diverted from the route carriers 
and on the other hand, have been, and will be, of assistance in converting more 
American travelers to air and in feeding the route carriers business which the 
supplementals cannot perform. The utter failure or unwillingness of the trunk 
earriers to recognize our stimulating force as a major benefit. is the prime reason 
for their relentless battle to deprive our industry of a scintilla of authority other 
than the confining area of charter by air. 

It is our understanding that the Air Transport Association of America, as 
spokesman of the big airlines, does not object to an amendment enabling the 
Board to certificate the supplementals for all-charter operations and objects only 
to the portion of the sunplementals’ authority permitting 10 trips per month in 
common carriage operations. 





®American Airlines alone paid $853.809 in legal fees to counsel outside the company 
in 1959. according to their report filed with CAB. 

‘Tn fiscal 1980. the supplementals carried between one-third and one-half of the MATS 
commercial traffic. 
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Unhappily, the industry cannot survive on this basis of cutting its operations 
in half.° 

Why is the 10-trip common carriage authority essential in conjunction with 
the charter authority? This question, of course, was debated before the 
Board time and again over the 7- or 8-year period of the Large Irregular Air 
Carrier Investigation, docket No, 5132 et al. Platoons of fertile and sharp-witteg 
lawyers devised arguments against issuance of 10-trip authority. After deljp. 
erate consideration of all these arguments, the Board in its order E-9744, summeg 
up the matter on page 18 of its decision: 

“It has been suggested that, having enlarged the operating authority of the 
irregular air carriers with regard to charter operations, we should limit them 
to this field and not permit them to engage in individually ticketed and indi- 
vidually waybilled operations. We do not agree. To remove the irregular air 
carriers from this field of operations would be contrary to the public interest, 
It would at one stroke deprive them of a major source of their revenues, with. 
out any corresponding public benefit. At the same time, it would make the 
services of the irregular air carriers unavailable to the thousands of passengers 
who have found them to be useful and necessary. Certainly, the availability 
of charter flights is of no value to a person who, traveling as an individual, 
is unable to secure transportation from a certificated carrier due to a demand 
which exceeds the available space on scheduled flights. And the thought that 
heavy and unfulfillable demand for transportation at various times is a normal 
incident of our economy offers no solace to a person who cannot obtain space 
when he needs it. Finally, we are not convinced that the abolition of individ- 
ually ticketed operations is in any way necessary for the protection of our 
certificated carriers.” 

And again on page 19: 

“We think the time is ripe for us to consider and adopt a policy which will 
strengthen our supplemental carriers and foster their continued growth so that 
they may more adequately serve the public and so that their continued existence 
as an important aid to the national defense will be assured. While we view 
unlimited charters as one area of expanded operations, we do not consider it 
to be the only one. Of equal significance is a revision of their authority which 
would enable them to offer individually sold services on a regular basis but 
limited to a specific number of flights.” 

And again on page 20: 

“The elimination of the existing restriction against regularity will help the 
public and strengthen the supplemental carriers immeasurably.” 

This position of the Board was, of course, reaffirmed in decision E-13486, 
January 28, 1959, Large Irregular Air Carrier Investigation, docket No, 5132 
et al., and reaffirmed again in the letter of the Board to this committee on 
April 28, 1960, page 3, in the following language: 

“The Board has found that the supplemental air carriers have performed 
a useful public service and have a definite place and role in meeting this 
Nation’s air transportation needs. These carriers as a class have performed 
valuable services responsive to a public need in the field of charter and 
specialized services; in meeting needs for individually ticketed services in 
peak periods which could not be met by the certificated carriers; in innovating 
and developing aircoach services; and in meeting military needs for airlift. 
There can be no doubt that the continued existence of the irregular air carrier 
fleet is of real value in terms of national defense, and it is evident that the 
future ability of the irregular air carriers to serve the military, as they are 
doing now and have done so ably in the past, depends upon their ability to 
operate their planes in commercial activities when not engaged in service for 
the military.” 

The attempt to raise the question of the desirability in the public interest, 
or the question of the need of the supplementals of 10-trip authority in this 
committee hearing, is merely a lawyer’s move to redebate the 100,000 pages 
of record in 5132 and protract a decision of this committee to a point at which 
the supplementals will perish for lack of affirmative aid. 

The plain truth of the matter is that the supplementals cannot survive on the 
charter authority alone and if forced in that direction, the supplemental industry 


5 Solomon’s Biblical threat to cut the baby in half as a solution to competing maternity 
claims was to ascertain the true mother not with the hope the baby would survive. 
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will have been completely denuded of its pioneering and innovating abilities’ 

d the Board has recognized this based upon massive evidence. During the: 
last year, the following supplementals have used the 10-trip authority to 
the maximum and all other supplementals: have used it to a lesser degree 
in limited route-type, aircoach service and in special schedule flights serving 
poth commercial and military markets: 

All American Airways, Inc. 

Arctic-Pacific, Ine. 

Capitol Airways, Ine. 

Modern Air Transport, Inc. 

Regina Airlines 

United States Overseas Airlines 

Westair Transport ares ; ; ; 

The supplementals, through their associations, have their ticketing offices 
at virtually every major military installation in the United States providing 
expedient low cost air transportation to furloughed service personnel. It is 
through the individually ticketed sales authority that the supplementals have 
created the aircoach market for the traveling public and military servicemen. 
Geared to their unlimited domestic planeload charter authority, the supple- 
mentals’ 10-trip license provides the indispensable element to assure the flex- 
ibility vital to a supplemental operation. 

Thus, the flexible nature of supplemental air carrier authority is the sole 
reason the industry has survived against the inevitable obstacles of a pioneer 
industry. : 

With this CAB approved flexibility, the supplemental airlines respond to a 
public demand with Board authorization for 10 trips per month between any 2 
points within the United States, as well as, to, from, and between any U.S. 
territories and possessions. With such pliancy, the carriers of our industry can 
supplement the needs of the Department of Defense while also keeping intact 
a readymade airlift alerted to respond to a national emergency within hours 
rather than days. Their diversified operation includes supplementing the do- 
mestic and international transportation of military, civilians, and cargo when 
the demand exists. 

We offer the following typical operation of one of the supplemental aircraft 
as an example of the public, military, and economic need for pliant authority: 

Exercising the 10-trip authorization, a supplemental air carrier may dispatch 
an aircraft from New York with passengers flying to Chicago. This flight is 
advertised and aircoach tickets are sold in the usual manner from regular ticket 
offices, both downtown and at airports, in accordance with the carrier’s pub- 
lished tariff, and such a flight departs and arrives on regular schedule. In 
Chicago, it is probable the same aircraft will make ready for a domestic military 
troop movement from Chicago to the California bay area. Completing this 
military mission, the aircraft may then be available to contract with the Military 
Air Transport Service for a personnel and/or cargo international flight to the 
Orient where it may then activate its CAB prior approval authority to return 
to the United States with a group charter movement and proceed to prepare for 
another such varied flight schedule. Without all facets of this versatile authority 
synchronized by the carriers’ operations and scheduling “know-how,” the indus- 
try would fail economically and, thus, leave a crippling gap in the national air 
transportation structure. 

Apart from the legalisms involved in this crisis, the public issue is simply the 
survival of a de facto industry, some members of which antedated the passage of 
the Civil Aeronautics Act in 1988. The Board recognized this truth in its findings 
(p. 25, Board order E-9744) : 

“The simple fact is that individually ticketed flights have been lawfully con- 
ducted by the irregular carriers ever since 1938 and the continued authorization 
of such operations does not involve any novelty whatsoever.” 

Virtually all members of this class have been in existence from 12 to 14 years, 
which in the history of aviation transport is a long and impressive period. At 
present, they operate more than 120 aircraft with over 1,000 pilots supporting 
more than 5,000 maintenance personnel to all parts of the free world in both 
passenger and freight markets. 

The combined fleet of aircraft can provide at any given time lift for approxi- 
mately 7,300 passengers with 480,000 pounds of baggage or approximately 1 
million pounds of cargo. The types of equipment involved are 6 B-377’s, 15 
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Constellations, 11 DC-7’s, 18 DC-6's, 21 DC-4’s, 39 C-46’s (all of which have hag 
significant modern conversions) and 9 DC-3’s. A more detailed breakdown of 
this equipment is attached hereto as exhibit 3. 

Several of our carriers have their own maintenance facilities while Others 
rely principally on independent contractors for maintenance. In either even; 
the preservation of this pool of maintenance manpower is prescribed and SUp- 
ported by the fleet operations. 

Why will this industry be destroyed if the certificates are not granted? 

The Board in order E-13436, Large Irregular Air Carrier Investigation, docket 
No. 5132, January 28, 1959, page 5, said: 

“There is no doubt that the ability of a carrier to provide service is fostered 
by an authorization embodying the stability, dignity, and protection of a certig. 
cate, rather than an exemption.” 

In the Board’s letter of April 28, 1960, to the committee, page 3 said: 

“In order to keep the supplemental air carrier industry in operation, the Board 
might attempt (as indicated by the court) to make additional findings of undue 
burden which would warrant the granting of this authority by exemption. How. 
ever, in light of other decisions of the same court which place a very narrow 
construction on the Board’s exemption powers, there is no assurance that such 
action of the Board will be sustained upon further judicial review. 

“The result is that legislation is needed if there is to be any assurance that 
the supplemental air carrier industry is to continue in existence. The court 
itself, in United Air Lines y. Civil Aeronautics Board, twice remarks that ‘the 
problem is for the Congress. The Board should present it there.’ ” 

As the Board said, if the certificates are not granted, it is not clear that the 
eourt will permit the Board to grant operating authority for exemptions. At 
best, the legality of granting the necessary authority by exemption would take 
the matter back into the courts and create a legal swamp in which the supple. 
mental carriers would be bankrupt by legal fees and the uncertainty created in 
the public mind. The financing of new equipment, much of which comes from 
the old route carriers, is difficult enough with certificated status. Without it, 
bankers and financial sources will not listen to long refined legal explanations 
of exemption authority or shadowy interpretations of regulations 10 years old 
about which neither the lawyers nor the Board members have ever agreed. 

To the extent that the supplementals’ market involves recognition by thous- 
ands of military transportation officers throughout the United States, again, it 
is not possible to explain to them and secure their recognition by long and 
shaded explanations of exemptions or old regulation authority. We know 
from bitter experience over the years that they recognize certificated status and 
nothing else. The same is true in varying degrees with most Government 
agencies and foreign countries with which business is necessary. If one’s own 
government does not recognize a service by giving it certificated status, foreign 
governments and officers of our own Government do not want to take a chance 
or be bothered with the precise limits of authority drawn from quaint regu- 
lations which may subject them to criticism or legal action. 

Lastly, the carriers themselves, and their employees are demoralized and dis- 
heartened when after a 15-year struggle during which the national military in- 
terest has been served and during which the public has been served, and during 
which they have not asked the Government for any subsidy, to be deprived of 
certificated recognition, recommended and issued by the agency in charge of the 
industry, only to have it snatched away by technicalities of law. 

The net result is to perpetuate the law of primogeniture in the aviation indus- 
try under which the eldest sons receive all their father’s inheritance to the ex- 
clusion of the other children whether or not the character or performance of 
the elder sons deserve this benefaction. At least under the law of primogeniture, 
the eldest sons had the responsibility of a firm tradition that as the head of the 
households they would divide and manage the inheritance for the benefit of the 
family and would share the benefits with the younger members according to 
their needs. This contrasts sharply here with the attitude of the old line car- 
riers, who insisted on inheriting by the act of 1938—subsidy, monopoly, and all 
the other fruits of primogeniture, only to use them for the purpose of ex- 
terminating their younger brothers, which by tradition they should help. 

Considering the rapid growth of air transportation, our industry is not a new 
one. By 1947, the trunklines had become established, yet they had operated 


6While American Airlines can afford $853,809 in legal fees in 1 year for outside help, 
the supplementals cannot. 
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under the Civil Aeronautics Act of 1938 for only 9 years. Today, the supplemental 
carrier industry has maintained its place in the air transport system for 14 
ears. We emphasize that the supplemental industry is an established segment 
of the Nation’s air transport system—completing the balance which the Con- 
gress directed the Civil Aeronautics Board to insure. The supplemental air 
carriers, aS a Class, constitute the only major segment of the air transport sys- 
tem which has never requested subsidy nor received one dime of mail pay to 
maintain economic survival. They are not here asking for payment in any kind. 
Rather, these carriers, in support of the Civil Aeronautics Board’s request, the 
court’s suggestion, the public demand and the military need, seek only the 
modernization of the Federal Aviation Act to encompass their service and fulfill 
the need. Our group is a vital industry which desires now to go forward 
within the framework of the national air transportation system—recognized 
and respected through certification under the law. 


EXHIBIT | 


Dollar cost of commercial airlift procured by MATS 


| Fiscal year 


Carrier 
1955 1956 1957 


Slick Airways, Inc $301, 882. 7 $4, 265, 934.18 | $8, 459, 103. 91 $7, 071, 815. 19 
Overseas National Airways, Inc 534, 210. 68 3, 016,079.03 | 2, 288, 717. 70 400, 437. 16 
Flying Tiger Line, Inc 1, 534,918.45 | 3,023, 673.39 | 6, 539,140.70 | 19, 033, 989. 14 
California Eastern Aviation, Inc 829, 420. 36 , 478, 186. 50 | , 687, 054. 43 | 3, 523. 759. 14 
Capitol Airways, Inc 159, 927. 8F 596, 243.71 | , 964, 453. 70 2, 057, 273. 55 
Seaboard & Western Airlines, Inc 426, 788. ! , 117, 491. 65 , 256. 172. 41 11, 895, 876. 12 
Trans Caribbean Airways, Inc 192, 807, 36 728, 256. 90 879, 337. 34 43, 618. 96 
Twentieth Century Airlines, Inc i 224,484.50 | 3,512, 188.47 259, 435. 26 | 184, 086. 85 
US. Overseas Airlines, Inc 446, 262. . 744, 081. 31 572, 412. 55 | 408, 613. 70 
Pan American World Airways, Ine 235, 847. 54 3, 822, 909. 41 5, 294, 216. 37 | 4, 553, 290. 75 
Transocean Air Lines, Inc 432, 552. § , 222, 337. 74 | 2, 709, 143. 22 3, 006, 273. 53 
Viking Airlines, Inc 173, 494. 7 ; . 84 

Peninsular Air Transport 149, 067. 5: 202, 273. 31 |- 

Trans World Airlines, Inc_- | 333, 236. 40 | 513, 577 

Resort Airlines, Inc ; 253, 314. 94 1, 810, 321. § 

Great Lakes Airlines, Inc 2, %. 782, 598. 

Los Angeles Air Service ‘ . | 101, 423. een oe 
Northwest Airlines, Ine : ; 461, 186. 79, 902. 33 
Central Air Transport, Inc : ; oe . 6 448, 428. 88 188, 536. 79 
CAT, Inc_- : i ; i 110, 129. ; 
World Airways, Inc___- : : a , 369, 153. ¢ 2, 347, 054. 68 
Pacific Northern Airlines 11, 250 34, 672.18 
General Airways, Inc . 2 54, 761. 45 | , 691. 91 
United Airlines, Inc 4 99, 761. 2 4, 840. 6 ; 
California Hawalian Airlines ue silly i Suton agama 276, 200. 50 
Meteor Air Transport, Inc_- 360, 472. 76 170, 076. 32 |... “e 
Alaska Airlines __- ou | , 107.34 
Atlantic Area (common carrier , asl 22, 500. 00 


Total 5, 641, 665, 28 2, 916, 818.13 49, 746, 935. 51 | 56, 785, 090. 80 


The supplemental pioneers of the military contract market (fiscal year) 


1955 1956 1957 1958 


Total—all carriers____ "ee _.| $5, 641, 665. 28 | $42, 916, 848. 13 $49, 746, 935. 51 $56, 785, 090. 80 


Total for carriers qualifying as small 
business: 
Percent. .__ De 63.2 45.4 | 32.7 | 21. 96 
Dollar amount ; ; 3, 500, 000 | 19, 500, 000 | 3, 300, 000 12, 400, 000 
Total for all pioneers (nonscheduled or | 
former nonscheduled) as distinct from | 
old line route carriers: 
Percent _____ oer ad 95.8 88.8 | 87.4 | 89. 2 
Dollar amount ‘ 5, 400, 000 38, 100, 000 | 3, 500, 000 | 50, 700, 000 
Total for carriers who were supplemen- | | 
tals during the procurement years in | | 
question: | | 
Percent. ; eid 55.7 58.9 45.6 32.8 
| | 


Dollar amount - E . | 3, 100, 000 | 25, 300, 000 , 700, 000 18, 600, 000 
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EXHIBIT 3 


Fleet composition and airlift potential of the supplemental air carriers 














Type of A/C | No. of A/C PAX Tons 
| ‘ 
mere ae ET ees ee 9 | 190 7.0 
% yea Se a Ee ated eit pentane, ee ernres | 39 | 990 243. 8 
: gga RARER ae aia Serie ret 21 | 1, 610 144.0 
Li htiekeedddnitdincdowatecsinskieesasiapheas | 18 | 1, 530 112.5 
a ans ockanepwstaoendmaaaousannkoaasaease 11 | 8, OBB bens nnnsirnsene 
: Constellation _ - - (sina aiebaeamanpae is dats inate to radectvab neck 15 1 348 40.0 
7 B-377 is SSE SS OSS G98 68S SOS S Sh OSS SS SAE SHOOT SSIS SSSES 6 | 94 oe a 
in Sila nisbipniitbichanalibaanhe ikisbde 119 | 7,351 547.3 


| 


Note.—The supplemental carriers can lift 7,351 persons at one time—or 1,094,600 pounds 
of cargo at one given time. 


FEDERAL AVIATION AGENCY, 
OFFICE OF THE ADMINISTRATOR, 
Washington, D.C., March 21, 1960. 
Mr. Crayton L. BURWELL, 
President, Independent Airlines Association, 
Washington, D.C. 

DEAR Mr. BURWELL: I am impressed by the fine safety record made by your 
association’s member airlines, and I am grateful for the reassurance such an 
outsanding record gives to the flying public. 

You have set an enviable goal for the rest of the industry. Your achieve- 
ment speaks well for rigid safety standards and careful adherence to the prin- 
ciples of air safety. 

My congratulations for 5 years, 3144 million passengers, and 6 billion passenger 
niles of safe flying. 

Sincerely, 
E. R. QuEsADA, Administrator. 

Mr. Yates. Inasmuch as the pending matter revolves about the 
lengthiest administrative proceeding in the history of this country, 
Mr. Spicher asked that I make a few remarks after which Mr. Bur- 
well will bring to our attention some salient features that we feel 
will buttress our full support of the Civil Aeronautics Board request. 

Mr. Witu1aMs. For the record and for the information of the com- 
mittee, I think it would be well for you to inform us just who makes 
up these two associations, whether they have any connection whatso- 
ever with the Air Transport Association or any other aviation 
associations. 

Mr, Yates. For the record, Mr. Chairman, the two associations— 
the Supplemental Air Carrier Conference and the Independent Air- 
lines Association—represent for the most part all of the country’s 
supplemental air carriers, those who have been certificated and those 
which have pending certificates before the Board, none of which 
belong to the Air Transport Association of America, and none of 
which belong to any other associations. 

Mr. Chairman, the smaller carriers which were certificated by the 
Civil Aeronautics Board only to be devastated by the Appellate 
Court are faced with near extermination after fighting step by step 
for over a decade for some form of permanent operating authority to 
perform their services. They are bewildered; they are afraid at the 
swift finality which could result from the Appellate Court’s order. 

To emphasize the importance attaching to this hearing, each and 
every supplemental carrier can assure you that over a period of some 
14 years, our segment of the Air Transport System has not enjoyed 
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one single day of operating authority that was not fraught with the 
uncertainties of mammoth opposition, court appeals, and time delays 
amounting to years. , 

That these carriers have survived and prospered in the performance 
of supplemental service despite legal and economic attrition and 
lack of certification without question supports the soundness of the 
Board’s decision in 1959 and, we feel, proves beyond the necessity of 
further mention the public need for our segment of the Air Trans- 
port System. 

The Chairman of the Civil Aeronautics Board told this committee 
that: 

The situation confronting supplemental air service is extremely grave, [If 
there is to be any assurance that operations are to be continued in accordance 
with the existing Board authorizations and present policies prompt action by 
the Congress is needed. 

In 1947 the noncertificated cargo and irregular air carriers num- 
bered in excess of 700. Over a period of 14 years the new industry 
sustained a battle of survival over insurmountable odds inevitably 
heightened small enterprise threat of entry into a field of virtual 
monopoly. Today there are 26 supplemental carriers approved by the 
Board and 5 in the midst of hearings as to current qualification. They 
are diversified over the Nation and operate a fleet of well over 100 
aircraft, day in and day out in a highly competitive commercial field 
and present the only ready reserve civil airlift responsive to imme- 
diate call in emergency. 

Mr. Chairman and members of this committee, this supplemental 
segment of the air transport system and its instant availability in 
event of national emergency should not be cast aside because of an in- 
adequacy in the law, in this progressive era of advancement in air 
travel. 

The proceedings leading to the Board’s findings, conclusions and 
issuance of certificates and the court decision required 814 years and 
volumes of records in excess of 100,000 pages. We have with us a 
portion of this record. A complete record was too voluminous and 
too expensive for our carriers to purchase. Suffice it to say, that our 
battle for legal survival culminated before the Board in the largest 
and longest administrative proceeding in the history of administra- 
tive law. During the course of the 8-year fight, the trunk carriers 
have not prevailed in one single phase of the hearings or with the 
Board’s many findings entirely favorable to our industry. 

They have simply found a flaw in the existing law which the court 
found necessary to sustain. 

To understand why our certification has been so bitterly opposed 
by the large grandfather carriers and why we are here today, it is 
helpful to examine briefly several postwar developments in aviation 
transport. 

Apart from the progress in equipment, there have been only four 
significant developments in air transportation since the end of World 
War II. 

These developments have consisted of the innovation and develop- 
ment, of aircoach travel, the airfreight, or all cargo business, the con- 
tract air transportation of personnel and supplies for the military 
establishments and the commercial air charter business. We stress 
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that each of these important fields was pioneered, developed and ex- 
ploited—not by the trunklines with their tremendous resources—but 
bv the new carriers who came into business after World War II. 
“Even as late as 1951, the spokesmen for the large airlines, partic- 
ularly American, United, and TWA were telling Congress and the 
Board that the so-called aircoach experiment was completely unwork- 
able. Yet, the pioneering nonskeds, as they were known in those days, 
continued to fulfill a rising public demand and to prosper in the air- 
coach field. 

At the end of World War IT, the U.S. air transport system had no 
airfreight segment at all and rates for the transportation of prop- 
erty averaged about 60 cents per ton-mile. Again, it was the new 
carriers that brought these rates down to levels of around 18 to 20 
cents per ton-mile. The Board found in the large irregular air car- 
rier investigation that more than 50 percent of the lift of the com- 
mercial airline support for both the Berlin airlift and the Korean 
airlift was performed by the noncertified or irregular air carriers even 
though, at the time, they represented less than 5 percent of the total 
industry. 

The Board found in its commercial charter exchange case that it 
was the nonskeds who had pioneered and developed the commercial 
charter market. 

Throughout all these years, the Air Transport Association, as 
spokesman for the large airlines, has sought to drive the new carriers 
out of the airline business. 

There has never been any price competition whatsoever among 
the grandfather carriers, and there never will be any. All price 
competition, whether it has been in the aircoach field, the cargo field, 
the military contract field, or the commercial charter business, has 
always come from outside the inner sanctum operated by the trunk- 
lines. 

Mr. Chairman, that the big trunk carriers were literally dragged, 
kicking and screaming, into the aircoach industry through the com- 
etition of the supplementals is a matter of incontrovertable record 
in the decisions of the Civil Aeronautics Board and is remembered 
by many Members of Congress who have followed aviation for the 
last 10 years or more. The record in the Avr Freight case, docket 
No, 810, of July 1949, supports the conclusion that the then supple- 
mentals (now all-cargo carriers) pioneered and developed the all- 
cargo industry against the opposition of the trunklines. Only a few 
months ago, some of the grandfather carriers bitterly opposed a bill 
to develop a new military-civil cargo plane through a program of 
guaranteed loans. 

Along with the aircoach and the airfreight markets, again it was the 
supplementals which pioneered it and who have now become certifi- 
cated in the all-cargo and passenger route service. 

Both the Logair freight contract for the Air Force and the Quick- 
trans freight contract for the Navy have been carried almost exclu- 
sively by supplementals or former supplementals. 

Mr. Chairman, virtually all of the fruits of the supplementals’ 
pioneering in the aircoach market has gone to the big airlines which 
so vehemently opposed it. Their reluctance to pioneer in the all-cargo 
market is matched by their determination to present any other class 
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of carrier from developing it. They are now campaigning mighti] 
to capture the military market, which they had little part in develo 7 
ing. This committee need only refer to the evidence adduced by the 
Celler committee in 1954 baring the relentless efforts of the big cap. 
riers to eliminate the supplementals from military business, 

Significantly, the supplementals have never asked for or received 
any subsidy. Part of the hostility of the old-line carriers to the 
supplementals, undoubtedly, stems from the days when the route 
carriers leaned heavily on subsidy, a system which they did pioneer— 
(the U.S. domestic carriers for domestic services only received as 
subsidy from 1939 to 1958, $424,560,000)—and were concerned about 
any outside group that might demonstrate subsidy was not needed 
The supplemental group, in fact, is the only class of carrier in the 
air transport system no members of which have ever asked for subsidy 
or received mail pay. 

One final point of fundamental difference and a further cause of 
hostility by the old-line carriers to the supplementals is our imme- 
diate readiness and willing response as a vehicle in support of the 
military in emergencies. This ready availability for defense was 
illustrated in 1948 when almost on a moment’s notice, the supple- 
mental airline industry mobilized to support the Berlin airlift. Rep- 
resenting only 5 percent of the Nation’s civilian air transport at that 
time, the supplementals moved approximately 25 percent of the pas- 
sengers and 57 percent of the cargo tons carried by commercial air- 
lines in this strategic operation. (See exhibit 2.) 

Again in 1950, the supplementals supported the Korean airlift b 
supplying over half the commercial capability called for by the mili- 
tary. Overseas National Airways, a supplemental, charged the Gov- 
ernment $1.17 a mile for a DC—4 aircraft carrying bigger loads than 
Pan American’s DC-4’s at $1.60 per mile, United’s at $1.70 per mile, 
and Northwest’s at $1.75 per mile. 

When the refugees streamed out of Hungary following the abortive 
revolt of 1956, the supplemental carriers flew the first airplanes from 
this country to airlift refugees from Vienna to the United States 
and elsewhere. 

The Arctic DEW line was supplied in substantial part by the sup- 
plemental air carriers. 

Again, when the Lebanon crisis broke, the supplemental carriers 
were able to offer in response to an emergency phone call from MATS 
38 4-engine aircraft in the space of 4 hours. 

The ready participation of the supplementals and their readiness 
to participate results from a flexible posture like that of a mobile 
task force, in point of fact a ready reserve airfleet, at no cost what- 
ever to the Government. The old route carriers are tied to their 
tracks from which they can disengage in a military emergency only 
with time and difficulty. Their routes are the framework of a mas- 
sive peacetime airline system. But they cannot, as the Board has 
found, serve all the fluctuating needs and seasonal demands of a 
dynamic America in peacetime and are not capable of immediate dis- 
engagement and reorganization into a task group in wartime. 

The Civil Aeronautics Board in no uncertain terms has confirmed 
the “vital service” rendered by supplemental air carriers “in the 
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interests of national defense.” In its opinion issued in November 

atte Y, te é 
1955, the CAB stated: 

The continued existence of their (supplemental air carriers) fleet is of real 
yalue in terms of the national defense * * * it is evident that the (supple- 
mental) air carriers have the necessary flexibility to meet the demands of 
the military. 

In December of that same year, the CAB, in Order No. E-9884, 
highlighted the supplemental air carrier industry as: 

Areserve airfleet, capabl of being called into action to meet emergency trans- 
portation needs with a minimum amount of notice. 

Testifying before the House Armed Services Committee on the na- 
tional military airlift last month, Gen. William A. Tunner, a retiring 
general of MATS, was critical of provisions within the Reed report 
on MATS. In augmenting this criticism, he said: 

This would, of course, eliminate from competition some very fine supplemental 


carriers who have contributed a great deal in time of emergency to the Depart- 
ment of Defense airlift needs. 

He also said with reference to the Reed report: 

The elimination of competition will tend to restrict the growth of the air car- 
rier industry as a whole and it is likely to have a disastrous effect, particularly 
on the small business concerns of this country. 

It is these differences that have made our industry a minor yard- 
stick by which to measure the claims of public service and national 
utility of the big carriers. ‘This accounts for the desire of the grand- 
father carriers to exterminate us rather than face the challenge, how- 
ever minute, of any stimulation of new business. 

In order to bring the statement of the Air Transport Association 
into some sort of perspective, Mr. Chairman, in 1957, one of your com- 
mittees, after exhaustive hearings, issued its report which stated the 
following : 

* * * Although the committee questions the necessity for, and the desirability 
of the close relationship, the air transportation and its officers have had with 
the Civil Aeronautics Board in many instances, it is clear that regulation of 
commercial aviation has not been dictated by the certificated industry. Despite 
intensive campaigns to influence the Board’s judgment and to prevent the entry 
of new competition in all major cases, the Civil Aeronautics Board ultimately 
has ruled against ATA and the established industry. This is particularly true 
in the Board’s decisions relating to operating authority for freight forwarders, 
all cargo carriers, and the supplemental carriers. 

I refer, of course, to the report of the House Antitrust Subcommit- 
tee on Airlines issued April 5, 1957. I mention this because we are 
caught today in this giant juggernaut of ATA machinery designed 
and manipulated for just such a purpose of exterminating new en- 
trants into the new air transport field. 

The Celler committee made these shocking findings, not our in- 
dustry : 

In the air transport statement in this hearing, it presents a demonstrative 
example of monopoly in action differing not one whit from the tactics illustrated 


by the Antitrust Committee as warranting finally a comprehensive investigation 
by the U.S. Department of Justice. 


The committee found, and it could so find today, and I quote again: 


The Air Transport Association has been used as an instrument to organize 
legislative campaigns which were designed to exert pressures upon the Civil 
Aeronautics Board in pending proceedings and an important service performed 
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by the Air Transport Association for its member carriers has been to provide 
a vehicle for joint activity directed at the foreclosure of any substantial compe- 
tition that originates outside the certificated industry. The ATA has been useq 
as a forum for its membership to solidify its opposition to the noncertificated 
eompetition and an instrument of the certificated carriers in their programs to 
prevent the Board from authorizing their operations. 

Mr. Chairman, our industry is small business in a giant’s bailiwick. 
Perhaps our country’s basic laws have been so changed that the busi- 
ness of conducting airlines is one which belongs to a vested interest, 
only to a vested few, but we do not believe that to be a decision to be 
made by the Air Transport Association of America. They have not 
been able to accomplish this at the Civil Aeron: autics Board after a 
decade of massive endeavor, and thus the employment by the ATA of 
such a characterization of our industry is a long and sordid history 
of abuse and mistreatment of the public. 

Mr. Chairman, such watamnentt hav e been used and reused by ATA 
and its members during our carriers’ development and yet there is 
not one finding by the “Civil aeuntine Board regarding the cer- 
tificated, supplemental carriers before this committee which remotely 
relates to such gr: ituitous smears. 

This committee, in the process of a proper perspective into the air- 
line industry should know that our industry, despite the apersions 

ast by the Air Tr ansport Association, has not had a congressional 
committee ene it to the U.S. Department of Justice for con- 
duct within the air transport system. Thus, ATA has conveniently 
ignored the simple fact that. neither the court.nor the Board has ever 
found, nor given, the slightest hint that the supplemental industry 
presently before this C ongress represents, and I quote, “A sorry era 
or a sordid industry.” 

Not only that, but this question is no more in issue in this ease 
than the more than 50-odd cease and desist orders and other meas- 
ures which the CAB, since 1946, has been compelled to issue or 
initiate with respect to carriers other than supplementals including 
no less than Pan American, American, Eastern, Northwest, Delta, and 
Northeast, all in good standing, of course, with the ATA. 

These violations range from a simple illegal substitution of flight 
equipment and misleading advertising, to unfair competitive prac- 
tices in violation of the Federal Aviation Act. 

On the basis of past performances and applying ATA’s fitness 
standards, then most of its own members could hardly hope to qualify 
for the benevolent charter authority electioneered by the ATA or our 
own industry in this proceeding. 

The AT Ai is fully aware that the charter box pronounced for sup- 
plementals is tantamount to a death knell for this industry. 

In conclusion, the amendment as requested by the Civil Aeronautics 
Board is an apeal to this Congress to simply maintain a status quo 
in the small business segment of the air transport system. No new 
operating authority will result and certainly no imbalance of the 
air transport system is possible. The Board asks only that the Con- 
gress ratify its 8-year treatment of a public need and allow these 
carriers the privilege of continuing that which they pioneered 
through supplemental service. 
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This is an appeal of small business and its regulatory agency and 
without Congress’ aid imminent extinction is threatened and another 
of the few remaining bulwarks of free enterprise will have finished. 

Mr. WiuutaMs. Mr. Burwell? 


STATEMENT OF CLAYTON L. BURWELL, PRESIDENT, 
INDEPENDENT AIRLINES ASSOCIATION 


Mr. Burwett. Mr. Chairman, as a preliminary matter, may I in- 
troduce a letter into the record from Col. Edward W. Sawyer, Acting 
Executive Director of the Military Traffic Management Agency of 
the U.S. Army, with respect to our services and value to them as certi- 
fied versus uncertified ¢ 

Mr. Wimu14Ms. If there is no objection, the letter will be included. 

(The letter follows:) 


HEADQUARTERS, MILITARY TRAFFIC MANAGEMENT AGENCY, 
U.S. ARMY, 
Washington, D.C. May 19, 1960. 
Mr. CLayTON L. BURWELL, 
President, Independent Airlines Association, 
Washington, D.C. 

Deak Mr. BURWELL: This has reference to your request of May 13, 1960, for a 
statement of the Military Traffic Management Agency’s views and comments on 
three specific questions relative to supplemental air carriers. 

These questions will be answered in the order listed: 

1. Whether or not the certificated status of the supplemental air carriers 
bears upon the quality of service which the supplementals rendered MTMA de 
pends to some extent on the individual carrier involved. It is my personal 
opinion, however, that the Civil Aeronautics Board should have authority to 
certificate supplemental air carriers and to specify the limitations and conditions 
of such carriers’ operations. 

2. It is the carriers’ ability to perform a scheduled type service that makes it 
possible for the installation transportation officer to route individuals and groups 
of 14 or less by supplemental air carriers. 

3. Statistics are not readily available with respect to the utilization of sched- 
uled services provided by the supplemental air carriers and arranged for at field 
installations. However, during the calendar year 1959 approximately 90 percent 
of the passengers moving in groups of 15 or more by air, arranged for by MTMA, 
were routed by the supplemental air carriers. 

I appreciate your interest in this matter, and trust that the above information 
will serve your purpose. 

Sincerely yours, 
EpwarRp W. SAWYER, 
Colonel, TC, Acting Executive Director. 

Mr. Burweiyi. Mr. Chairman, I notice that Senator Sparkman, as 
chairman of the Senate Select Committee on Small Business. sent 
over a statement. I do not suppose it would be appropriate for me to 
introduce it, but I wanted to call it to the chairman’s attention. 

Mr. Witutams. I think it would be best for the Senator to send that 
over. 

Mr. Burwety. Thank you, sir. 

As one further preliminary matter, Mr. Chairman, I understand 
that one of our members. the Great Lakes Airlines, is going to testify 
right after we have completed the joint statement. I have talked with 
them about their statement and we have no objection to it even though 
it takes a slightly different point of view from our own. 
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We hope the committee finds merit in their proposed amendment, 
If it does not, our basic position is the amendment of the Civil Aero. 
nautics Board inasmuch as more of our carriers are dependent on that 
than the one the Great Lakes puts in. 

I would be glad to clarify that after their statement, if the com- 
mittee so desires. 

Mr. WituraMs, All right, sir. 

Mr. Burwewu. Mr. Chairman, as you know, yesterday the Air 
Transport Association proposed in a fairly lengthy statement to stand 
by and watch a certain charter authority be given without objection 
to this industry. I know in your minds you wonder why that is nota 
generous offer. They will object, and so state it on the record, to any 
10-trip authority. 

The position of the Air Transport Association of America pre- 
sented yesterday boils down to two propositions : 

1. The ATA will not object to legislation empowering the 
Board to certificate the supplementals for charter service but will 
object to any 10-trip authority. 

2. The fact that it is late in the congressional session, together 
with the fact that the Board’s bill poses complicated policy prob- 
lems, should dissuade the Congress from legislation along the 
lines requested by the Civil Aeronautics Board and the supple- 
mental air carrier industry. 

Mr. Tipton’s proposal to stand by and not object to legislation giv- 
ing charter authority to the supplementals is with the knowledge that 
the grant of that authority alone will kill the industry. Whether Mr. 
Tipton knows it or not, that would be the inevitable effect. 

he Board, after 8 years of deliberation, found that the 10-trip 
authority, as well as the charter authority, was necessary for the sur- 
vival of the industry and that is why they attempted to issue certifi- 
cates with both the charter authority and the 10-trip authority. The 
Board thinks so now and that’s why they wrote to the chairman of 
our committee and suggested the bill in its present form, providing 
oth charter and 10-trip authority. That is why the Chairman of 
the Board yesterday said: 

To put it very modestly, there is at least a great doubt as to whether the 
carriers can be continued in anything resembling their present posture under 
either certificated or exemption authority. 

(Unless the Congress now acts affirmatively along the lines sug- 
gested by the Board.) 

And again the Chairman said: 

The Board has very serious doubt that any way exists to meet the grave 
problems confronting this segment of the air transportation industry other than 
by legislation. 

The Board’s position is such that it cannot be blamed if this comes 
to pass. 

The court’s position is such that it cannot be blamed if this comes 
to pass. 

The ATA would like to see this happen. No one but the industry 
itself and the Congress can be blamed if the industry perishes. 

So much for the vital necessity of the 10-trip authority, together 
with the charter authority along the line the Board, following 8 
years of deliberation, has suggested. 
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In that connection, I will not take up the committee’s time but in 
our prepared statement I list the carriers who have used the 10-trip 
authority, and some figures on the mileage and some of the reasons 
why the additional flexibility of the 10-trip authority, along with the 
charter authority, is necessary for bare survival in this industry. 

Mr. Witu1aMs. Mr. Burwell, before you leave that 10-trip author- 
ity, 1 am sorry I was not here yesterday to hear the Chairman of the 
(AB, nor was I here to hear the representative of the ATA, and I 
have only hurriedly glanced through the testimony of yesterday, but 
[could not do it justice in the few minutes I have had. 

With regard to the 10-trip authority, is there anything in the leg- 
islation that would prevent a repeat performance of the old method 
employed by the North American Airlines system whereby they oper- 
ated actually in competition with the regular, scheduled airlines 
rather than as a supplement to those airlines ? 

Mr. Burwetu. Mr. Chairman, I think there is, because there is less 
danger of a certificated carrier operating illegally. 

Mr. Wiutu1aMs. I believe North American was the name of that 
airline ? 

Mr. Burwety. That is right; but the additional punishment the 
Board has is that it can lift the certificate. If you do not have a 
certificate you are driven to some extent to sort of being an outlaw 
and since these carriers have gotten certificates—I know from my own 
personal knowledge that they have matured—they have been more 
responsible and whether it is an effort to play it for the long view, or 
whether it is pride, or whether it is the weapon the Board has of being 
able to lift the certificate as well as go through all of the regulatory 
waltzing along that goes on between lawyers and enforcement divi- 
sions that has been going on for years, the Government and the Board 
have much more control over them if they are certificated. 

As you understand, North American was before the supplemental 
certificates. They never had a certificate. 

Mr. Yatrs. They never had a hearing on fitness, ability, or willing- 
ness at all. 

Mr. WitttaMs. You feel there are adequate safeguards in here to 
preclude a repeat performance of that type? 

Mr. Burwe.u. Maybe I can express it this way: There are just as 
many safeguards that supplementals will obey the law as Pan Ameri- 
can will obey the law. 

Without trying to criticize Pan American here today, we can go 


-down, as Mr. Yates did yesterday, and just pick up a handful of 


cease-and-desist orders against Pan American and there is an equal 
guarantee with both of them. There is exactly the same power over 
you and exactly the same incentive to keep your certificate. So, I 
think the answer to your question is that I think it will do more than 
anything else to get rid of law violators. 

Mr. Wiiu1aMs. You feel there is ample authority to prevent, let us 
say, three of these carriers from engaging in a regular, daily flight 
schedule between two points? 

Mr. Burwe tt. I do, sir. I think you have everything you have got 
now in the way of controls, plus the added threat of taking away a 


«certificate. 
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Mr. WituraMs. For the sake of my information, I presume you syp- 
port, the modified or the amended, or the substitute bill that has been 
suggested by the CAB? 

Mr. Burwetu. Yes, sir; I do. There is a very minor objection 
sige SOE GH cit four OF Bite caitiers bacatiee af failure to apse 
between technical dates. It is our impression that that crept in there 
because of the lawyer's precedent grandfather language in 1938. We 
do not think it has any analogy to this situation where the carriers jp 
question have been certificated or the Board tried to give them 4 
certificate based upon prior operations. That is a small technica] 
thing that we would like to submit for the record, or a suggestion 
about taking care of it. Other than that, we are for the Board’s bil]. 

Mr. Wirx1ams. You will suggest language for an amendment to 
cover that? 

Mr. Burwety. Yes, sir. It would be a very simple thing. 

(The material referred to follows :) 

A BILL To provide for the temporary extension of the operating authority of supplementa) 
air carriers 

Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That any air carrier which received a certi- 
ficate of public convenience and necessity issued by the Board pursuant to 
Order E-13486 of January 28, 1959, or Order E—-14196 of July &, 1959, may, until 
the sine die adjournment of the first session of the Kighty-seventh Congress, per- 
form operations pursuant to said certificate. Any air carrier now operating in 
interstate air transportation as a “supplemental air carrier” pursuant to au- 
thority received under Board Order E-9744 of November 15, 1955, whose ay 
plication for certification as a supplemental air carrier is pending before the 
Board may continue to operate in interstate air transportation under its exist- 
ing authority until the effective date of an order of the Board disposing of 
such application or until the sine die adjournment of the first session of the 
Eighty-seventh Congress, whichever is the earlier. 

Sec. 2. The provisions of this Act shall in no way affect any enforcement or 
compliance proceeding or action against the holder of a certificate of public 
convenience and necessity issued pursuant to Order E-13436 or Order E-1419%6 
pending before the Board on the date of enactment thereof, or the power of the 
Board to institute and take action in any enforcement or compliance proceeding 
against such holder subsequent to the date of enactment of this Act with 
respect to violations of the Federal Aviation Act or provisions of the certificate 
or the Board’s Regulations which may have occurred prior to or after such 
date. 

Mr. Burwe i. If I may continue, Mr. Chairman. 

We have just discussed the 10-trip authority. 

In respect to Mr. Tipton’s second proposition that the Congress 
should not at this late session get into a complicated bill, there is no 
doubt that it is late in the congressional session. I am sure that the 
committee understands that the timing of the emergency was precip- 
itated by the decision of the Court of Appeals in April and that the 
industry, the Board, and the chairman of your subcommittee have 
used due diligence to present the matter for you as quickly as pos- 
sible. The industry is the victim of the emergenecy, not the ause, 

When I say “Mr. Tipton” here, I want it understood that there 
is nothing personal about this. I have known him for years and he is 
a fine man. He is the voice of many carriers, and particularly the 
five big carriers that dominate the Air Transport Association. 

Mr. Wintiams. You cannot very well divorce Mr. Tipton and the 
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Mr. Burweti. No, you cannot, but there is nothing personal in this. 
You know, Mr. Chairman, more about the ATA than I do. You 
know that the little feeder carriers, for instance, found it necessary 
to set up a separate association to get their interests protected in part 
because of the big carriers inside ATA, _ 

The second part of Mr. Tipton’s position that the matter is com- 

licated is simply untrue. That he has an interest of complicating it 
at this late part of the session Is obvious. His first effort to compli- 
cate it centered around a recital of the horrors that would follow 
from granting the Board the power to limit the frequency of flights. 
He delved into some doubt ful and antique legislative history to show 
that providing the Board with the power to limit flights was not the 
intent of Congress in 1937. He did not, however, disclose to you that 
the Board’s bill proposed the power to limit flights only with respect 
to a well-defined class—the supplemental] air carriers, and in no way 
would give the power to the Board to limit the flights of any other 
class. By no stretch of the imagination could the Board’s bill be con- 
strued to grant the Board power to limit the flights on schedules of 
Mr. Tipton’s carriers. So what is he complaining about if our flights 
are limited and his are not. 

He spent 15 minutes getting this real complicated yesterday on 
what a massive change in the direction of regulatory policy this would 
be when it is perfectly clear to him, and it is perfectly clear to the 
committee, Mr. Chairman, when they look at it, that the power to 
limit would be confined to us and only to us. 

I say it all springs from nothing but an effort to put this over until 
next year where he, like some doctors, want the most exhaustive diag- 
noses and the most modern technical treatment on a corpse rather than 
just giving first aid in a sensible way to somebody while he is living. 

The second effort of Mr. Tipton to complicate the issues to his own 
advantage is his grave concern about whether the Board’s findings of 
fitness were adequate or not. The Board after 8 years of hearings 
and the most exhaustive evidence certificated the carriers that the 
Board decided had not been guilty of abuses to the public and which 
were able to comply with the Board’s regulations on safety and 
economic matters. Mr. Tipton wants to redebate this matter knowing 
that at this late session of Congress going into this issue would mean 
that nothing would be done before adjournment and that any relief 
the Congress might give us in the future would amount to a post- 
humous award. Mr. Tipton gave the impression that the Court had 
been concerned with the parts of fitness involving the carriers’ ability 
tocomply with the Board’s regulations of specific abuses to the public. 
This was not the case. The Court was interested only in the Board’s 
problem of administrative law in whether the general findings of 
fitness based upon the experience of the carrier coincided with pro- 
posed certificated service of the carrier. This did afford a con- 
venient opportunity which was carried out in 9 of the 25 pages of 
the ATA’s statement to try to prejudice your minds against the 25 
certificated carriers by innuendo. 

His charges of abuses bore no specific dates and named no specific 
carriers and did not make it. clear whether he meant the certificated 
supplementals standing before you or some others who are not here. 
He did not point out that in 1959 there were 700 nonsked airlines 
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and that one of the major jobs of the hearings in 5,132 was to screen 
out those who had performed useful service to the military and to 
the public and who had managed their operations safely and legally 
and that, in fact, this was one of the principal criteria used by the 
Board in determining whom to certificate. 

The ATA should be proud of its record in exterminating from ap 
industry of 700 carriers all but a mere handful before you today, 
They have served their interest well. If they now can dissuade you 
from helping, there will be no further problems from the supple- 
mental industry to prevent a complete dominance of the air transport 
industry of America by a small, determined group of large carriers, 

In support of this, 1 invite your attention to the report of the Celler 
committee which found, in substance, that the Air Transport Asgso- 
ciation and the large carriers had as a fundamental objective of poliey 
the extermination of the supplementals. As you know, the Depart- 
ment of Justice is presently investigating the activities of ATA to 
ascertain their legality and it is my impression that this investigation 
arose at least, in part, from the suggestion of the Congress and, in 
part, the suspected field of activities was its use as a monopolistie 
combine by the major carriers to exterminate competition. In con- 
sidering this problem, I know the Congress through one committee 
will not condemn the Air Transport Association and through another 
committee go along with the very policies that it condemned. 

Mr. Tipton in devoting more than one-half of his statement to 
accusations of abuses by unnamed and in the main extinct nonskeds, 
drawn conveniently from a 15-year history, should have considered 
the Biblical admonition: 

Remove the mote from thine own eye before taking the beam out of thy 
neighbor’s eye. 

Neither time nor relevance permit a catalog of the illegalities and 
abuses of the big airlines, which are sanctified by big lawyers, big 
public relations, and big public apathy. Not only has the Congress 
in its reports pointed up these evils—not only as the Department of 
Justice found it necessary to probe their activities—the records of 
the Board are replete with cease and desist orders or found viola- 
tions against the most mighty of Mr. Tipton’s carriers. These are 
not unusual, and if the committee cares to pursue it any further, some 
50 of such violations can be quickly put into the record. 

Mr. Tipton’s remarks about abuses, while not mentioning air safety, 
were contrived to give the impression that these carriers standing be- 
fore you are in some way lacking in the responsibility, finances, and 
experience that affords safe flying to the public. 

{ have in my hand, from which I would like to read three short 
paragraphs, a letter from General Quesada, head of the Federal 
Aviation Agency, charged with aviation safety. It is dated March 21, 
1960, and I would like to introduce it in the record, if I may. 


DEAR Mr. BuRWELL: I am impressed by the fine safety record made by your 
association’s member airlines, and I am grateful for the reassurance such an 
outstanding record gives to the flying public. 

You have set an enviable goal for the rest of the industry. Your achieve- 
ment speaks well for rigid safety standards and careful adherence to the prin- 
ciples of air safety. 
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My congratulation for 5 years, 34% million passengers, and 6 billion passenger 

miles of safe flying. 
Sincerely, 
BH. R. QUESADA. 

During those same years, for either 3 or 4 years we got the National 
Council Safety Award. 

Mr. Chairman, I resent it when remarks are made which would give 
the impression that we are not as safe as any of the big airlines. The 
standards of maintenance, of pilot performance, and of equipment are 
exactly the same for the supplementals as for Mr. Tipton’s airlines. 
How well these standards have been met may be gathered from the 
letter of General Quesada which I have just read. 

Can Mr. Tipton’s carriers match this safety record? Does Mr. Tip- 
ton have anything better than this letter to put into the record so far 
as the safety of his lines in taking care of the public? 

Mr. Chairman, in conclusion, we have a very simple issue here. 
We have an issue, understandably late in the session of Congress, 
where frankly it is reassuring and we are grateful that your com- 
mittee has taken the time to listen to our problem with all the prob- 
lems you have. 

The issue is a simple one. The Civil Aeronautics Board, which in 
the main has never been for us on anything big in 15 years, is down 
here saying that if the Congress cannot find some way to help us, this 
industry will perish. The military will lose a weapon. We do not 
think we can win the war by ourselves. We need much more equip- 
ment. But we have been in the wars. Most of these people were in 
World War II, they were in Korea, they were in Berlin, they will be 
in the next one. The Government will lose a free weapon if this in- 
dustry perishes. 

More to the point, I think it is hard not to get emotional about 
striking a blow at the system of free enterprise in America. These 
people have never gotten subsidies, while the big airlines have gotten 
a half billion dollars, exactly $423 million, during about a 10- or 12- 
year period. The exact figures are in our statement. They are small 
business. They do not object to subsidy. They object to monopoly. 
It is a sorry come-to-pass, it seems to me, when these little carriers 
who have been here 15 years, one of them starting in 1927—he ought to 
have a great-grandfather certificate. He started flying as early as 
American Airlines. They have been here all these years. They have 
proven their value to the military. The military say so. The Board 
says so. The Congress has said so. They have proven their value 
to the public. As Mr. Yates said, they pioneered these various fields. 
They will pioneer further. 

We are not asking for reward for what we have done in the past. 
The same restless spirit, the same free enterprise, the same hope of 
trying to make a go without getting a Government buck, will enable 
them to pioneer something else. We are in the midst of trying to 
pioneer a charter system now that the big airlines pooh-poohed for 
years. I fought 2 years through a case myself. They said it was 
ridiculous. As soon as we got it, we were down 2 months later trying 
to keep them from getting it. They acted almost as if they invented it. 

Mr. Chairman, in conclusion, I want to thank the committee and I 
want to express the most sincere hope I have that the committee will 
do something in this session of Congress. I thank you, sir. 
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Mr. Wuu1ams. Thank you, Mr. Burwell. Does that conclude your 
joint presentation ? 

Mr. Burwe tw. Yes. 

Mr. WituiaMs. Mr. Jarman. 

Mr. Jarman. I was interested, Mr. Burwell, in your comments on 
the safety record, and I was interested in the ‘letter of General 
Quesada, which is a very fine tribute. 

From the remarks you made in challenging the larger airlines to 
produce evidence of as good a safety record, are you contending that 
they cannot match the safety record of the airlines you represent ! 

Mr. Burwetit. Mr. Congressman, I do not know for sure. I am 
willing to contend and debate the fact that ours is just as good as any 
big air carrier inthe ATA. 

Mr. Jarman. Are there any figures available on this issue? TI do 
not mean just to document your own position, but are there any com- 
parative figures that would give an overall safety comparison in line 
with the c hallenge you have just issued ? 

Mr. Burweti. Frankly, I do not know. I will be glad to turn over 
to this committee all the figures we have. £ am extremely proud of 
them. Ido not believe that their record is any better. 

Mr. Jarman. May I ask for a little more interpretation of what 
General Quesada meant by his third paragraph. 

My congratulations for 5 years, 31% million passengers, and 6 billion passenger- 
miles of safe flying. 

What is on the other side of that picture? What figures would 
round out the whole on this? The general has paid you a very high 
tribute for the 5 years, the 314 million passengers, and the 6 billion 
passenger-miles, but what figures would give the committee an idea 
of what has not been safe flying ? 

Mr. Burwetit. Do you mean, Mr. Congressman, you want to go 
back 10 or 15 years, or what / 

Mr. Jarman. The general goes back 5 years. 

Mr. Burwe tt. This goes “back 5 years, which I thought was a 
representative period. I have been actively in the industry for only 
2 years. The industry has changed a great deal. I did not think 
it particularly of interest to go back to different types of equipment 
in an earlier era. 

Mr. Jarman. You understand I am not challenging your safety 
record. 

Mr. Burwe tu. [appreciate that. 

Mr. Jarman. In fact, before you went into that, I had gone through 
the joint statement pretty carefully to see if this body of the state- 
ment referred to the safety record. I noticed General Quesada’s 
letter and I wondered if there were discussions in the main state- 
ment. I do not find any, but you yourself commented on the matter. 

Mr. Burwe tt. I only bi ‘ought it in, Mr. C ongressman, because of 
what [ thought was an unjustified and sly innuendo i in Mr. Tipton’s 
remarks about the financial negative worth, and I would like to 
address myself to that later on. Several of theirs have a negative 
worth, and practically all of them would if it had not been for 
subsidy. I got the impression, whether right or wrong, that he was 
trying to give this committee the impression that the finances of 
several of these people meant they were not safe. I have been in 
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this industry for 2 or 3 years. I make a lot of speeches. They are 
not very good. But I have never before rebutted or attacked or com- 
mented on the big airlines’ safety, and I am not going to do it now 
except to say that I am. confident that ours is just as good and I will 
debate it anywhere in public with Mr. Tipton or anybody else. 

Mr. Jarman. To round out the picture for the last 5 years of opera- 
tions, do you have statistics on crashes, on losses of passengers? 

Mr. Burwe.t. I can give them to you very simply now, Mr. Con- 
gressman, and I will support it. 

In 5 years I do not recall the exact number of passenger-miles, but 
our industry has killed one soldier in one CAM flight, and that is one 
toomany. We have killed no civilians. In the CAM flights, for in- 
stance, we carry a quarter of a million troops a year. In the over- 
seas stuff for MATS, I do not know how many thousands we have 
carried. We have been the cause of one death in5 years. As I say, we 
are ashamed of that, but that is hard to beat. 

Mr. Jarman. You are speaking for all of the carriers that you list 
as supplementals ¢ 

Mr. Burwewu. Yes, sir. 

Mr. JarMAN. Will you pick the page in your statement where you 
refer to a plane flying from New York to Chicago and to the west 
coast and then out in the Pacific? It ties in with a question I would 
like to ask as to the safety factor. 

Itis on page 17. 

* * * a supplemental air carrier may dispatch an aircraft from New York 
with passengers flying to Chicago. 

Then it mentions, 


In Chicago, it is probable the same aircraft will make ready for a domestic 
military troop movement from Chicago to the California bay area. Completing 
this military mission, the aircraft may then be available to contract with the 
Military Air Transport Service for a personnel and/or cargo international flight 
to the Orient where it may then activate its CAB prior approval authority to 
return to the United States with a group charter movement. 

Et cetera. 

Would it be your contention, then, that an airplane that flies various 
routes, depending upon what charter or business it may get, the same 
airplane traveling various places across this country and overseas, has 
the same basis for expected safety results as the airliner that flies the 
same scheduled route day in and day out ? 

Mr. Burwewi. Mr. Jarman, equally, if not more so. I think, first, 
the record speaks for itself—in 5 years killing one person, while 
flights have gone literally all over the world. I do not know whether 
the committee knows it and I do not want to bore you with it now, 
but we think our industry has more international experience in out-of- 
the-way places, with the exception of Pan American, than any one big 
American airline. For instance, one of them trained the Japanese 
airlines. They trained the Philippine airlines, the El Jordanian air- 
lines, the Pakistanian airlines. We have planes every day going to 
Tokyo, Frankfurt, Mendelhof, parts of Africa. Recently we had a 
charter to French Equatorial Africa, to a place called Zenda. I had 
never heard of it. We do not think that is unsafe. On the contrary, 
we think our operation is safe, not because we are better than they 
are, but we are as good, for two or three reasons. 
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One, the equipment we use is not modern pioneering jet equipment, 
The bugs are ironed out of the equipment we use. Some of it is not 
pressurized equipment. A lot of responsible people feel that pres. 
surization and high-altitude flights add an element of danger. We 
do not have that to the same extent. 

The most important thing about it is the smallness of the concern 
the reverse of what Tipton intimates. The problem with American 
Airlines is, Mr. C. R. Smith is too busy to know about maintenance, 
He has five vice presidents between him and his airplane. We can 
get up, as I want to do, and introduce these gentlemen. Every one of 
them has an office looking at the airplane, looking at the mechanic 
who works on it. They have all been pilots. They have flown al] 
over the world. Most of the big airline presidents do not know how 
to fly. ‘They do not know anything about wrenches. These people 
help build airplanes and fly them. They do not know as much about 
cost accounting and lawyers, but when it comes to air safety they have 
their personal investment in it. They ride in the airplane themselves, 
They are friends of flying. They are mechanics who are working on 
it and they are watching it. 

I think you have a representative industry here from all over the 
United States. I do not see Mr. C. R. Smith. I do not see Mr. 
Rickenbacker. I do not see Mr. Patterson of United Air Lines. This 
is nothing to them, but this is our existence. 

Mr. Jarman. I have been interested in getting your comments on 
the safety record, and I shall be interested in hearing any rebuttal 
statements the larger airlines have to make, because a good many of 
your statements have been very hard-hitting. i 

Mr. Yates. Mr. Jarman, they have quit hitting us with the safety 
record. They used to do it a long time ago. 

Mr. Jarman. I do not challenge your safety record. I am trying 
to get the comparative picture. The part I shall be interested in hear- 
ing is rebuttal from the airlines to some of the charges which have 
been made here today. 

Mr. Burwett. If I may, Mr. Congressman, I realize I am a little 
wrought up and I apologize if I get too wrought up, but I do not 
mean to imply, in all honesty, that there is anything wrong with the 
safety of the bie airlines. I ride on them all thetime. I think they 
do a magnificent job. But the only thing I object to is the implica- 
tion that we do not do a good job, too, on safety. To the extent that 
I have made an invidious comparison, I am not in here trying to say 
the big airlines are not safe. I think they doa fine job. 

Mr. Wiuu1ams. Mr. Burwell, you made a rather serious indictment 
against what might be called the trunklines or the large airlines just 
now in suggesting that they do not exercise proper maintenance over 
their equipment. I do not think you wanted to imply that. 

Mr. Burwett. I do not mean to do that, Mr. Chairman. I would 
like to correct that. 

Mr. Wiu1aMs. Just because the president of an airline might not 
be a pilot and might not be immediately familiar with the physical 
operation of an aircraft does not necessarily mean his airline does not 
exercise vigilant and good maintenance. 





am tt 2 260aie ete Ot 


a 





SUPPLEMENTAL AIR CARRIER CERTIFICATES 55 


Mr. Burwe tv. I appreciate the gentleman straightening me out 
on that. I do not mean that. I meant to imply there are many ad- 
vantages they have over us. I was trying to say that one of the 
advantages we do have in good maintenance is the personal respon- 
sibility, attention, and knowledge of the highest officers in our little 
companies. Nobody with any commonsense would expect Mr. C. R. 
Smith to have to personally supervise the maintenance. He obviously 
has very fine people doing it. I merely meant to say that to some de- 
gree offsetting many advantages they have, we do have this advantage. 

Mr. Wituiams. Does your maintenance budget favorably compare 
with their maintenance budget with respect to the overall cost of your 
operation 4 

Mr. Burwe.u. That I could not say for sure. I do not know. Some 
of the carriers here, I am sure, could tell you, sir. 

Mr. Wit1aMs. I am glad that you corrected the record on that, 
because in spite of the other faults the major airlines may have, 
I do not think lack of proper maintenance can be made as a blanket 
charge against their operations. 

Mr. Burwext. If I gave that impression, I would like specifically 
to withdraw it. I think the big airlines do a good job on safety. 
I do not think this is the place to take up your time debating safety. 
I got the impression, perhaps erroneously, from Mr. Tipton’s state- 
ment that he was trying to throw the gantlet down on safety, and 
Iam plenty ready to accept it if that is his intention. 

Mr. Wiuiams. I take it that the ATA and the independent air- 
lines do have their differences, then, from the testimony we have 
received yesterday and today. 

Mr. Burwe.x. They believe in capital punishment, and we are 
the victims, that is all. 

Mr. JarMAN. I have just a couple more questions. 

On page 9 of the statement to which Mr. Yates referred, I want 
clarification. Down near the bottom of the page: 

This accounts for the desire of the grandfather carriers to exterminate us 
rather than face the challenge, however minute, of any stimulation of new 
business. 

You then refer on that page and the next page to the figures in the 
nonscheduled industry, and then of the larger carriers, plus and minus 
figures. I am wondering how that statement on page 9 ties in with 
the statement that : 


It is impossible to read into these figures any rational basis for the contention 
that the supplementals have hurt the route carriers dollarwise. 


Then over on page 12, you say: 


The supplementals on the one hand have not diverted from the route carriers 
and on the other hand, have been, and will be, of assistance in converting more 
American travelers to air and in feeding the route carriers business which the 
supplementals cannot perform. 

Do you still take the position that the carriers are trying to extermi- 
nate you because they do not want to face the challenge of any 
stimulation of new business ? 

Mr. Yates. Mr. Jarman, you can take almost any major trunk route 
where the supplementals have pioneered aircoach travel, and you will 
find that the big airlines also have aircoach. On any route which we 
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have chosen to remove our services from, they also drop their air- 
coach rates and start running first- class service again. So we kee 

the stimulus there for them as far as low-cost air travel i IS concerned, 

We are a yardstick by which you can measure. I would say for every 
one passenger who rides on our airlines, ultimately he and his friends 
turn air travelers and the trunklines are the only major source of 
travel in the air, other than our 10-trip authority. So we make air 
travelers. That is our business. I think some 70 percent of the 
population of this country has never ridden an airplane yet. We 
dig into that area and we make persons air-conscious. 

Mr. Jarman. Is that the competition the large airlines fear or do 
not want to contend with ¢ 

Mr. Yates. No, sir, they do not. They would rather fly first-class 
passengers. 

Mr. Jarman. But you take the position that in stimulating that 
business you are really contributing to the overall industry ? 

Mr. Yates. We certainly do, yes. 

Mr. JARMAN. Just one more comment. 

I, for one, am concerned about trying to go into the details and 
ramifications and justification of trying to pass legislation of this sort 
at this time in the Congress when we know we have about 6 weeks 
remaining. Mr. Burwell, if I may paraphrase what you said at one 
point during your testimony, I understood you to say that these 
supplemental carriers may well perish if this bill is not passed now, 

Mr. Burwe.u. Yes, sir. 

Mr. Jarman. Is it so crucial a situation, in your opinion, that this 
issue cannot wait through the remaining period of time until a new 
session of Congress? Not that it will take 2 years, but a new Con- 
gress will have a 2- year period in which to schedule hearings, gather 
evidence, and go into this thing very carefully. We have 6 weeks 
now remaining in this session. 

Mr. Burwe tw. [ realize that, sir. 

Mr. Jarman. Let. me add this, and then I am through: It is not as 
though we had 6 weeks to devote to this problem. 

Mr. Burwert.. Absolutely. 

Mr. Jarman. We have executive sessions of this committee which 
are called for a good part of the remainder of this week and a good 
part of next week. We have executive sessions of this subcommittee 
which are yet to be called on bills on which this subcomittee has been 
working for weeks. It is rapidly becoming a very congested 6-week 
period. 

Mr. Burwetn. Mr. Congressman, I appreciate that. Regardless of 
what can be done, it is reassuring that Congress at this time can listen 
to a problem that, in your overall problems, I realize is small. It 
happens to be life and death to us. 

To answer your question, this industry could not survive. Here it 
is in the room, and I would like very briefly later on to introduce 
them, one by one, very quickly, with no speeches, to save the commit- 
tee’s time with a lot of appearances. If the committee wants to ask 
them anything, here is the industry. 

The Civil Aeronautics Board, we all know, has never been over- 
friendly to our industry. After struggling with this problem for 8 
years, all of us criticize regulatory agencies but, as I understand it, 
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under the congressional policy it is their responsibility to bring to 
Congress a situation like this where they are powerless to act and 
the court says, 1n effect, they are powerless to act. As I say, the Board 
has never been really friendly to us. The Board tried to give us these 
certificates. We are not arguing with the court. It was illegal. Now 
they are in here, and I had hoped that maybe since they went into it 
5 years, the committee would feel that it could preserve the status quo 
and not have to go back through all this record, and take the Board’s 
word for it since, as I say, they have never been friends of ours, that 
these people deserve something and, more to the point, that the public 
needs it. That was the basic finding, that there was a public need, 
that the military needed us, that the commercial public needed us, 
and that these 25 out of the original starting group of 700 were 
worthy of Government recognition—no subsidy, just Government 
recognition. ; , 

Just let them play in a little ring with the other big carriers which 
have been here and have been built up by the Government. That was 
right. I am not attacking that policy. 

How are we going to hurt anybody ? 

Mr. JARMAN. Still on the same point, are you taking the position 
that the 25 or 30 supplemental air carriers, with their 100 airplanes, 
will perish if we do not deal with this problem in the 6-week period 
that we have? 

Mr. Burweti. Yes, I do. I think a small segment may survive. 
The only way they can survive is to be realistic, get themselves some 
fine, agile lawyers and say we will dance around for 2 years until the 
sheriff gets us, and we will make some money. We have spent 10 or 
12 years trying to get certificates. I think a couple of them can dance 
around for a few years before the sheriff closes in on them. 

Mr. Jarman. A couple of them, you say? 

Mr. Burwewu. Yes, sir. I think they of course will perish after 
that waltzing period. I think the industry will perish. 

Mr. Jarman. Thank you. I think that is all. 

Mr. Witutams. Mr. Derounian. 

Mr. Derountan. Mr. Burwell, I was not here yesterday to hear Mr. 
Tipton’s remarks. I was at the Oversight Committee hearing on the 
Power Commission. 

In your statement which I heard today, you talk about your safety 
record, which I am glad to hear about. In all fairness, is not the 
safety record less likely to be 100 percent if you have a lot of planes 
than if you have a few planes? 

Mr. Burwetu. Yes, sir; that undoubtedly is true. We do have 
about 125, though, and a lot of them big planes. 

Mr. Derounran. How many do the other airlines have, would you 
say, in total ? 

Mr. Burwetx. That I do not know, but many more. 

Mr. Derountan. Several thousand at least ? 

Mr. Burwett. I could not tell you, Mr. Derounian. I had the im- 
pression maybe 1,500 to 2,000. It may be more. 

Mr. Derountan. As our chairman pointed out, our committee is 
vitally interested in maintenance. We shall not let any airline just 
wend its own way. Whether President Smith knows about. a wrench 
or not, it is the airline’s responsibility to keep the plane safe, and we 
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are conscious of that responsibility as a committee. That is why we 
have been out to maintenance bases of airlines. In fact, we have been 
to Pan American, TWA, and United within the last 2 months, to 
make sure that their maintenance procedures are what they should 
be. I must say that this committee has been impressed with the fact 
that these companies are trying to do everything humanly possible to 
keep planes safe. After all, it is good business. It has to be safe 
whether it is good business or not. You can rest assured that this 
committee will not turn any part of its cheek insofar as safety in the 
air is concerned. Our record will show that General Quesada has 
been before this committee, his staff have been before the committee, 
the companies have been in before this subcommittee—all on the ques. 
tion of safety. 

So far as I am concerned, you will find that I encourage compe- 
tition. So the fact that you are small will have nothing to do with 
my decision on this bill, if and when we get to it in the subcommittee 
consideration. 

Mr. Burwe tu. I am delighted to hear that, sir. I think that is one 
of the principal issues. I think, not now but at some time when the 
committee in the future has time, perhaps at the next session or 4 
couple of sessions hence, the whole question of the various degrees of 
competition is certainly an interesting and important one. You haye 
the foreign airlines, of course, which are socialized and Government 
owned. I do not think any of us believe in that. I certainly do not, 
At the other end of the extreme, I think you have us, who are not only 
not Government supported but we are trying just to get baptized here, 
After all, that is free. We, I think, are the ultimate exponents of 
competition. Between the two you have Brother Tipton’s carriers 
which are regulated competition. Just how far the regulation goes 
before you decide maybe the Government ought to own them or per- 
haps you ought to push back this way toward us, is a difficult problem. 
I do not have an answer to it, but I know it is a problem you are con- 
cerned about. 

Mr. Derountan. I would also hope we would not have this civil war 
between airlines here. We have problems with Russia. Let us band 
and fight them, but let us not fight Americans. I would hope that 
any personal animosity would evaporate from this whole picture. 

Mr. Burwet. Mr. Congressman, that is one of the best things that 
has been said. I have no personal animosity. I get wrought up, but 
it is hard to be friendly when somebody is trying to kill you. I re- 
member that from World War IT in the Pacific. 

Mr. Derountan. We are not going to allow any murder around 
here. 

I have no further questions. 

Mr. WituraMms. Mr. Burwell, glancing through Mr. Tipton’s testi- 
mony of yesterday, I find he makes quite a point of the definition of 
supplemental carriers or supplemental transportation. 

Mr. Burwe tt. Yes, sir. 

Mr. Wiu1ams. Mr. Tipton in his statement charges that the term 
“supplemental air transportation” is incapable of definition, that it 
is impossible to pin that definition down to specifics. Do you per- 
sonally have a definition of “supplemental air transportation” ? 
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Mr. BurweE.u. Yes, sir; for the practical purposes that we are seek- 
ing here to preserve the status quo and survive, I would define it, and 
it seems to me perfectly clear, in terms of the certificates that the 
Board attempted to give us: That a supplemental air carrier is a car- 
rier which has unlimited charter authority and 10-trip authority to 
perform as common carriers not to exceed 10 trips between any two 
points. In other words, just copy it out of the certificate. 

To the extent Mr. Tipton 

Mr. Witu1aMs. That is the legal definition. 

Mr. Burweti. Yes; and I think very clear and definite. We could 

ut that in the record here from the cover sheet of one of these orders, 
ifthat would be of any assistance. 

As I recall it, Mr. Tipton quoted how several other decisions had 
referred in another sense to supplementals. That did not confuse 
me, as it apparently did Mr. Tipton. That was just like a lot of 
words—it was used in a completely different context. I do not think 
there is any problem in defining it at all. 

We have no interest here in hacking out in perpetuity some class 
of carriers called supplementals. We have an interest in trying to 
survive and preserve the status quo until you have more time to settle 
a permanent regulatory policy. We know you are generous in your 
attention to be able to listen to this thing at all at this time. Weare 
aware of that. But we are concerned about having a lot of compli- 
cated policy issues put in here so when they are finally ironed out we 
are not here. That is the problem we have. 

Mr. Witu1aMs. The chief bone of contention between the scheduled 
airlines and the so-called independent or supplemental airlines, as I 
get it, seems to be on the question of passenger service. Is the car- 
riage of freight involved in this controversy between you and the 
ATA to any great extent / 

Mr. Burwetu. To a much lesser extent, Mr. Chairman. We went 
before Senator Monroney. I have forgotten the number of the bill. 
He and General Quesada and several aviation leaders were very ac- 
tively concerned with the cargo equipment loan program, feeling that 
it would strengthen our military and would make it possible not to 
appropriate so much money to MA'TS, to have the basic airlift which 
this country, according to military people, must have. We supported 
it actively, hoping that it would enable us to finance modern and 
efficient equipment. 

Frankly, it was pretty disgusting to find out later that several of 
the big carriers came in and joined in submarining it. The only point 
to that is, if we got in cargo more actively they would try to stop us 
there, too, I am sure. 

Mr. Witu1aMs. Should this committee in its deliberations and be- 
cause of the lateness of the session, recognizing that something should 
be done, proceed to provide charter authority for the Board and there 
stop, with the idea of getting into it a little bit deeper and more 
thoroughly next year; would that provide any measure of relief 
whatsoever ? 

Mr. Burwetu. You have asked the $64 question, Mr. Chairman. 
I do not know whether the industry would be here or not. I think 
these people sitting here are better judges than I. I think a lot of 
them would perish. Of course, I did not get a chance to question 
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Mr. Tipton on what he meant by his proposition. As you understand 
now, the big carriers do have a right to go in the charter field. I do 
not know whether he was suggesting a little sharper realinement of 
functions which would in effect give the supplementals the charter 
field in return for getting them out of the 10-trip field entirely, op 
whether, as is usually the case, they want everything. They want a 
ring around everything they have, and do not want to get out of any- 
thing. It would make some difference if the big carriers got out of 
the charter field. Ultimately, I think this industry could survive in 
it. But it could not survive asof now. There are7 or 8 or 10 of these 
people here who are completely dependent on this 10-trip authority, 
If it were possible in some way to do a patch job and give a transition 
period of maybe a year or 2 years to get out of the 10-trip field, 
financially they could make the adjustment. But if just, bingo, in 
the next 2 weeks they had to get out of it and their investment were 
swept away, you cannot move that quickly in two different markets, 

r. WriutrAMs. Let me see if I understand this 10-trip authority 
correctly. These airlines, if given the 10-trip authority, would be 
permitted to make trips every third day, for instance, between New 
York and Miami. 

Mr. Burwetu. Yes, sir; as long as it does not exceed 10 trips in 1 
month, and they are very strict in enforcing that. 

Mr. Witi1ams. Would there be a requirement that they make those 
10 trips? 

Mr. Burwe uw. There is no such requirement. 

Mr. Witttams. They would be permitted to fly only if they so de- 
sired on every third day ? 

Mr. Burwe tt. That is right, sir. 

Mr. Wiuitams. Would a round trip constitute two trips ? 

Mr. Burwext. A round trip is one trip. In other words, you get 10 
round trips. 

Mr. Wiitams. What is the position of your association with respect 
to whether that is supplemental or whether it is in competition with 
the various scheduled airlines which operate between New York and 
Miami ? 

Mr. Burwe tt. It is supplemental in the legal sense we are talking 
about here, because the Board so defined it. In a more basic sense, the 
10-trip operation I think breaks down into about 3 groups. Several 
carriers—— 

Mr. WituraMs. I want to understand the practical application of it. 

Mr. Burwe vy. All right, sir. Maybe I can help. There are several 
carriers that run with varying degrees of seating capacity the year 
round from the east to the west coast. There have been a couple of 
carriers which have run New York to Miami largely seasonally. 
The greater part of the use of the 10-trip authority is to operate on 
seasonal fluctuations. 

You, of course, are familiar with the Miami market, where in parts 
of the winter it is more than all the big carriers can handle, and in the 
suramer they are rattling around empty. The economic penalty of 
trying to fly alongside of jets of American Airlines or United or 
Eastern are such that nobody but a fool really tries to do this except in 
periods of overflow, with perhaps one or two very small exceptions. 
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There are other more technical areas where this is also required. 
Hawaii is an example. There are just so many people during the 
season who want to go to Hawaii and they cannot get them all there. 
Several of our people have been flying out there. Again it is largely 
a matter of seasonal fluctuation. 

In the more restricted field, however, we have had to use it and 
many of our carriers would not have survived until now if we had 
not had this. 

In our military market domestically, where we carry a quarter of a 
million troops a year, it is a little like apple-picking season. In the 
winter you starve to death. It is a highly competitive market. We 
carry these people for 3 to 314 cents a mile, sometimes under 3. We 
have to be low bidder, literally like a tobacco auction. Nobody gives 
us anything. We bid against the buses, the rails, and the big airlines. 
In the winter we starve to death. When summer comes, all the 
reserves are moving and we carry a lot of those. That is superimposed 
on the normal military flow of GI’s around. The business is fairly 
good for 3 months. , 

During the winter, several of our carriers would have been com- 
pletely broke if we had not been able to devise a little run of two 
or three times a week from New York, Pittsburgh, Baltimore, down 
to San Antonio, and Chicago down to San Antonio. Then we got a 
few other cities in it. We carried on it southbound nothing but Air 
Force recruits going to Lackland Airbase. As you know, all their 
recruits from all over the United States go there. This is a little 
specialized GI airline. It takes a few seats out of 6-cent travel of 
the big airlines, but it is just a speck. We leave when the boys want 
to go. They like it. ‘They save money. it isa small thing. It is not 
a permanent thing. All the Air Force has to do is sign a paper and 
it is decentralized and no longer is Lackland there. 

That is not the kind of market basically that American Air Lines 
will have a vice president figuring out how to exploit. It is a change- 
able kind of deal which, with out flexibility and sense of hunger, we 
went in and developed. There may not be more than a month or 
two of it. 

If we did not have that authority, we could not have done it. They 
are not charters. My office would have been full of enforcement guys, 
arguing about whether it was or was not a charter. We got around 
it by the 10-trip authority. 

Mr. WuuiaMs. The result of this Court decision has been, I take 
it, to stop your operations entirely. Is that correct ? 

Mr. Burweiu. There is a stay in effect now until, I believe, June 
4or5,Mr.Chairman. Yes, sir. 

Mr. Wriu1ams. Assuming this Congress takes no action between 
now and the time the stay order expires—I presume that stay order 
permits you to continue your operations, does it not ? 

Mr. Burwetu. It does, sir. They are perfectly legal now. 

Mr. Witu1ams. What will happen then ? 

Mr. Burweti. What will probably happen, without boring you 
with the minute details, I think most lawyers in here have decided, 
at least I have, there is not one chance in a hundred that the Supreme 
Court would accept certiorari and overrule the circuit court. In all 
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candor, I just do not think there is a chance. Asa lawyer, Mr. Chair. 
man, you known many are called but few are chosen. 

Mr. Witt1aMs. Assuming the Supreme Court affirms the action of 
the circuit court or the lower court 
Mr. Burwe.u. You are dead. 

Mr. Wiu1aMs. Then you no longer have any authority to operate 
in any fashion, is that correct? 

Mr. Burwety. What we would say, Mr. Chairman, probably, js 
that we go back to the Board and cry big tears and ask for an ex. 
emption. The Chairman of the Board yesterday in his statement 
made it clear that because of another decision, also brought by the big 
airlines in the circuit court, the Board is doubtful that it has authority 
to exempt us for these services. The Chairman himself in his state. 
ment yesterday made that clear. 

So the situation is that the lawyers for the industry do not know 
what the authority would be, and the Board said yesterday very 
clearly that it does not know what the authority would be. I am sure 
it would be an embarrassing question to ask Mr. Tipton what author- 
ity he thinks there would be. I think if he was frank, he would say 
there isn’t any, because as soon as we tried to get any, they would 
attack us. That is the only thing certain. 

Mr. Witu1aMs. Are you going on the premise that if the Supreme 
Court should affirm the action of the lower court, you would no longer 
be permitted to engage in charter operations or freight operations. or 
passenger operations ? 

Mr. Purwew. Yes, substantially. 

Then the next layer of argument is that you go back to some antique 
regulations called part 29. 1. I never understood them and I do not 
understand them now. The Board in considering, before they testi- 
fied yesterday, what authority you would revert to, presumbly con- 
sidered that. 

Mr. Wiu1aMs. There is nothing now that would prevent you from 
engaging in charter service. This would not prohibit your engag- 
ing in charter service. 

Mr. Yates. Yes. 

Mr. Burwete. It probably would, Mr. Chairman. 

Mr. Wiu1AMs. Does that extend also to the little airport operator 
who might charter an airplane with two passengers ¢ 

Mr. Burweti. It does not extend to the air taxi operator. By 
definition, he cannot operate anything as big as a DC—3, for instanee. 
In other words, you are back to canvass- covered airplanes and boots 
on around a little place teaching flyi ing and serving gasoline. 

Mr. Wii1ams. You wanted to point out something in that state- 
ment. 

Mr. Burwetw. Yes, sir. 

Here is the section I had in mind, Mr. Chairman. I am quoting 
from Mr. Gilliland, Chairman of the CAB, on page 6 of his prepared 
statement. Here is what he said: 





It therefore appears that, to put it very moderately, there is at least great 
doubt as to whether the carriers— 


meaning us— 


ean be continued in anything resembling their present posture under either 
certificated or exemption authority. 
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I think the fears we have are shared by the Board. 

One other point, Mr. Chairman, on the importance of the 10-trip 
authority to the surv1 ral of our carriers. : 

As you know, we do 50 or 60 percent of our business with the 
military services. ‘They have a lot of regulations. 

I wanted to read from the letter I put in the record. 

Mr. Wiuu1AMs. Will you identify that letter again ? 

Mr. Burwet. This is a letter from Col. Edward Sawyer, Acting 
Executive Director of the Military Traffic Management Agency, U.S. 
Army. They are the Agency that does all the contracting for domestic 
transportation and movement of troops in groups. In paragraph 2 of 
his letter he says: 

It is the carrier’s ability to perform a scheduled-type service that makes it 
possible for the installation transportation officer to route individuals and groups 
of 14 or less by supplemental air carriers, 

In other words, if we do not have the 10-trip authority, we immedi- 
ately are cut off from all of that traffic. 

At the moment we are permitted to have representatives on military 
bases and we do carry a fair amount of that traffic. 

Mr. Wituiams. Would it be a fair statement to say that Mr. Tipton’s 
position is essentially one that. would suggest that there is no such 
thing as supplemental air service except perhaps in limited charter 
operations . ' | 

Mr. Burwewt. I believe so. I think Mr, Tipton and the big car- 
riers 

Mr. WitttaMs. I am not trying to ask that as a loaded question on 
your side. I am asking for your views on it. 

Mr. Burwe rt. I do not think Mr. Tipton and the big carriers recog- 
nize any service but their own. 

Mr. Wititams. On page 3 of Mr. Tipton’s statement 

Mr. Burweti. May I make one quick remark in connection with 
that. I recall Mr. Tipton made a great deal over the fact that they had 
had to go to the Board and be certificated as route carriers from A to 
B, the old-line type of deal. He gave the impression that that was 
the regular way to do it, and that. is the way people ought to do it. I 
would like the record to show—and I will supply figures for this if you 
wish them—that in the 15 years since World War II, how many 
carriers would you suspect were certificated domestically in the United 
States for anything, other than the feeder carriers—I am not talking 
about them—for old-line routes ? 

Mr, Wittrams. Mr. Burwell, this committee is familiar with that. 

Mr. Burwe wt. It has certificated one carrier, Trans-Caribbean Air- 
lines. 

Mr. Witirams. It was my understanding they had not certificated 
any, but Iam glad to have that information. 

Mr. Burweti. That was about a year ago, and nobody could be- 
lieve it. They talked about it. 

So when he says all we have to do is have a regular way to be bap- 
tized in the church, anybody can come in, how can he be sincere when, 
in the 15 vital years of aviation, that Board has certificated that one 
carrier between New York and Puerto Rico? 














64 


SUPPLEMENTAL AIR CARRIER CERTIFICATES 


All he is saying is that he does not want anybody in the aviation 
business except those who inherited it in 1938 and the feeders, He jg 
willing to have them. 

Mr, Wititams. In going through Mr. Tipton’s statement, I found 
several things which | think perhaps would require rebuttal on vour 
part or explanation on your part. 

One, on page 3 of his statement he says: 

We will oppose the establishment of two standards of fitness in the air trans- 
port industry. 

Is it your position that this legislation would provide for two stand- 
ards of fitness? 

Mr. Burwe . It is not, sir, except in this narrow sense: As I read 
the circuit court decision, they said if a man had been operating a 
charter service on the west coast, it was a long jump from there to say 
he could operate charter service all over the United States. From the 
purely administrative law point of view, the court apparently thought 
that that was a considerable gap, and said so. 

It is not appropriate, perhaps, for me to say the court was dealing 
with a purely legalistic matter. It did not pretend really to know 
anything about the realities of aviation in its findings. That is why 
it remanded the case to the Board. In the sense that the Board did 
not require financial figures, ability to comply, experience records, 
from the people who were going to run the operation, and an analysis 
of the history of the operations, it is the same in 5132 as it is in one of 
these other decisions. Do I make myself clear on that ? 

Mr. WiuutaMs. Yes, sir. 

On page 6 of his statement he says: 

The Board’s— 
speaking of the CAB, I presume— 

The Board’s instant proposal would detract from the soundness of the regulatory 
plan in significant respects. It would change the act so as to empower the 
Board to— 

I would like you to comment on these individually as we go along— 

(a) Use the certificate as a device to dictate schedules, equipment, and facili- 
ties, 

Mr. Burwewu. That, I think, is very important, because he was 
really wringing his hands over that yesterday. 

As I wanted to point out this morning—maybe I did not make it 
clear—the bill proposes the creation of supplemental air carrier cate- 
gories which could be easily defined in the terms the Board defined 
them. There is noambiguity. The Board then would have the power 
to limit flights only with respect to the supplementals. By no stretch 
of the imagination would that power extend to limiting American's 
flights or United’s flights or anybody else’s flights. So, in all candor, 
I think Mr. Tipton is just trying to blow smoke in the air on that one. 
I do not see how he can rightfully complain if we are limited, so long 
as it does not limit his. We do not suggest anything that would limit 
the big carriers’ flights. I agree with him, that would be unsound. 

Mr. Wiu1AMs. Second, he says it would empower the Board to “is- 
sue certificates for any type of service, without specifying points to 
be served,” which he charges is an unsound proposal. 
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Mr. Burwet. All he is saying, it seems to me, Mr. Chairman, is 
that he agrees with the circuit court. No; that is not right. I my- 
self do not see anything unsound in it. What he is trying to do is 
to cut off any form of air service that does not meet the little Pro- 
erustean bed that was set up in 1937 and of which he is the beneficiary. 
Even he has the right with, say, Pan American, United, and these 
people, to perform charter services anywhere in the world. You do 
not hame any points there. 

Mr. WuutaMs. Frankly, I cannot see his objection to that, either. 

Mr. Burwe tt. I think apart from our plight here, Mr, Chairman, 
it is important in the jet era not to become mentally bound by avia- 
tion history to the point that all he wants is a bunch of railroad 
tracks. I have nothing against the railroads. They have a glorious 
history. But if the airlines cannot think with the flexibility of an air- 
line of a little better economic concept of serving the public than a 
bunch of air railroad tracks, then they ought to get some new man- 
agement. All he is saying is that you should not give anybody a 
right unless you have a railroad track setup in the act. 

Mr. WmuiaMs. His third point is that the Board would be em- 
powered to certificate regardless of whether there is any public need 
for the particular carrier's services. 

Mr. Burwewu. In our case they did find a public need. 

It may be there is an area of public agreement between Mr. Tip- 
ton and me that you have pointed up but as to whether the Board 
is interested or not, we are not interested in a permanent class that 
will offer these objections that Mr. Tipton brings up. We do not 
care whether there is a permanent class or not. Our self-interest is 
to preserve the certificates that we thought we had. 

If we could preserve the status quo and the Congress, at a later 
date, could go into these problems with respect to future entry, that 
is satisfactory to us. We are not trying to keep anybody out or 
get them in. We just want to live unt il the time you can deliberate it. 

Mr. Wituiams. His fourth charge is that the Board would be em- 
powered to certificate on the basis of general fitness regardless of the 
limited experience and fitness of the particular carrier. 

I would assume that, in that case, maybe you had better discuss that 
if you like. 

Mr. Burweti. Maybe Mr. Yates has something to offer. 

Mr. Yares. Mr. Chairman, we just had a very exhaustive hearing 
on the first applicant for supplemental authority since our certifica- 
tion. The Board went into this at great length with imtervenors 
coming in from both the supplementals and the trunklines to ques- 
tion the fitness and the ability of the carrier making its application. 
That case is still pending before the Board. They do deliberate. 

We assure you that we, too, will intervene in these proceedings to 
screen the fitness of carriers coming into this class. I presume at 
some future time the Board may shut the door. Wedonot know. We 
do not have a quarrel with that at this time. 

Mr. Wiuu1aMs. This legislation does not actually confer grand- 
father rights but rather authorizes the Board to confer or andfather 
rights; is that correct 
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Mr. Yates. Absolutely. The terms of the proposed legislation men- 
tioned the word “grandfather” but in no sense are any of the certif- 
cates in terms of years to exceed 5 years. Most of them are 2 years 
They are temporary certificates and we have to go back before the 
Board for renewal. 

In most instances, this will be January of next year when we haye 
to appear for renewal proceedings because the 2 years will have 
elapsed by that time. 

Mr. WituiaMs. I believe that is all I have. 

Mr. Jarman says he has no further questions. 

The time is now a little after 12 o’clock and I understand that the 
primaries in several States are today and there will be no rollealls 
in the House this afternoon with the possible exception of quorum 
calls. 

The committee will recess at this time to meet again at 2 o'clock 
this afternoon. It is the hope of the committee that we may be able 
to conclude these hearings this afternoon and that such persons who 
desire to appear may be permitted to appear and others, if they are 
willing to do so, will be permitted to have their statements inserted 
and included in the record. 

I hope that we will have the cooperation of those here in attempt- 
ing to expedite the conclusion of the hearings this afternoon. 

The committee will stand recessed until 2 o’clock. 


AFTERNOON SESSION 


Mr. Witu1aMs. The subcommittee will come to order. 

Mr. Burwell ? 

Mr. Burwewu. Mr. Chairman, realizing the tight time schedule of 
the subcommittee, we have several statements that we request per- 
mission to submit for the record without testifying orally. 

Those are, first, the statement of Mr. F. Alfred Blatz, president, 
Blatz Airlines, Inc. ; 

Second, the statement of Mr. John P. Becker, president of Modern 
Air Transport, Inc. ; and 

Third, the statement of Mr. Harold Cope, vice president of All- 
American Airways of Miami, Fla., and San Antonio, Tex. 

Next the statement of Mr. W. E. Ladwig, supervisor and director 
of supplemental operations of Johnson Flying Service of Montana. 

I think that there are a couple of others who want me to put their 
statements in. 

In addition, the statement of Douglas T. Bell, president, Associated 
Air Transport, Inc., Miami, Fla. 

Mr. Witu1ams. All right, they will all be included in the record, and 
those that you do not have at present here may be sent in. 

(The statements referred to follow :) 


STATEMENT OF F,, ALFRED BLATZ, PRESIDENT, BLATz AIRLINES, INC. 


My name is F. Alfred Blatz. I reside in Los Angeles, Calif., and am president 
of Blatz Airlines, Inc. I entered the aircraft field in 1942 when I was asked by 
Firestone Rubber and other aircraft companies to develop parts of the buillet- 
proof tank to make it effective. At that time I developed approximately 20 
patents by which the tank was made effective and usable for combat purposes. 
I operated two plants for the duration of the war. Because of my interest de- 
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veloped during those years in the aircraft field, I decided to buy surplus air- 
eraft from the Government and build them into airliners. 

In 1947, I organized Blatz Airlines, Inc., in connection with Kathryn M. 
Blatz, my wife, and since that time have operated the company in supplemental 
air service. 

Operations were commenced in 1947 with offices at the Long Beach Airport. 
The early operations consisted of charter flights in the local area and flights 
to La Paz, Baja California. Flights were also operated to the San Francisco- 
Oakland area, and to Las Vegas, Nev. Aircraft were chartered by Las Vegas 
hotels for a few flights. Orchestras, football teams, and other sports organiza- 
tions were transported. 

Later the company operated transcontinental flights from Long Beach and 
Los Angeles airports to New York and other eastern points via Kansas City, 
Chicago, New Orleans, and other points. Flights from Burbank to Oakland 
and from Burbank to San Diego were operated on a daily basis, and the com- 
pany leased a second DC-3 airplane to accommodate the additional traffic it 
developed. Round trip flights transporting construction workers employed in 
the Pacific Ocean Islands were operated between San Francisco and Chicago, 
and flights were made from San Diego to eastern and southern points in the 
United States, and return, transporting servicemen on a charter-group basis. 
For 4 to 5 years, Blatz Airlines, Inc., was engaged in the military CAM busi- 
ness, flying throughout the continental United States and coast to coast. 

Its operations today consist primarily of charter flights in intrastate air 
transportation between Burbank and Oakland, Calif., and Burbank and San 
Diego, Calif., and interstate flights on a charter basis and on a common carriage 
pasis from San Francisco and Oakland, Calif., to Reno, Nev., and from Bur- 
bank and Long Beach, Calif., to Las Vegas, Nev. These latter flights were 
solely on a round trip basis. 

We now have five airplanes flying and will acquire another airplane this 
summer. 

Our safety record since inception of operations in 1947 is perfect. 

Some of the important benefits which flow from holding a certificate of public 
convenience and necessity from the Civil Aeronautics Board are: 

(1) Many companies and persons will do business only with certificated 
earriers. This is particularly true of the movie studios. The insurance 
on movie stars is often restricted so that it is not valid if flights are made 
on noncertificated carriers. 

(2) Insurance rates on our aircraft are lower if we hold a certificate. 
If we did not have a certificate, we would have to pay $12,000 per year 
more for insurance on a fleet of five airplanes. 

(3) With a certificate we know that we have something which will be 
of a permanent nature. Without a certificate it is much more difficult to 
obtain the necessary financing to continue to expand our operations. Bank- 
ers and others want to do business with certificated carriers and do not 
readily understand the technicalities involved if a carrier does not have 
a certificate. 

Blatz Airlines was found qualified by the Civil Aeronautics Board to hold a 
certificate. But the court of appeals’ decision shows that there is a part miss- 
ing from the Federal Aviation Act. Certainly, the Civil Aeronautics Board 
should have the authority to issue a certificate for the type and character of 
service which it finds that the public convenience and necessity require, and 
which we have operated for many years. Without such authority we might 
as well not have had our 9-year hearing, docket 5132, before the Civil Aero- 
nautics Board. 

I am surprised that the Air Transport Association is opposing the bill which 
would give the Board the necessary power to certificate a needed service. The 
Air Transport Association seems to think that this legislation is another vehicle 
for trying parts of docket 5132. It is most inconsistent in its position. 

When Mr. Tipton testified on Monday, he said: 

“I would like to emphasize our belief that the bulk of the 25 carriers to 
whom the Board purported to issue ‘supplemental’ certificates are blameless of 
the sort of misconduct which blackened the name ‘nonsked’ and are no doubt 
fit for future operations under appropriate regulatory authority.” 

Then, he proceeds for five pages to discuss the sins and misdeeds of the so- 
called nonscheduled air carriers which the Board did not find fit and qualified. 
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All of this tirade is immaterial to the issues before you, because this legislation 
it seems to me, is carefully drafted so as to authorize the issuance of Certificates 
only to those carriers the Board finds fit and able after hearing. I realize that 
this cannot be stricken from the statement on behalf of the Air Transpoy 
Association but I want to urge again that it is wholly irrelevant to the legisla. 
tion pending before you. 

The proposed legislation is not a major change in the Federal Aviation Ag 
It merely enables the Board to treat the supplemental Carriers as they shoulg 
be treated and as the Board has found the public interest requires. 

It appears to me that this committee should not attempt in the short time be 
fore the adjournment of the Congress to review the entire record in docket 5139 
The Congress has created the Civil Aeronautics Board for the purpose of deeiq. 
ing what the public convenience and necessity require. The Board has done 
this as a result of lawful regulatory hearings. The only thing which the Cop. 
gress is now asked to do is to include a section in the act which will enable the 
Board to do what the public interest requires. 

All that this legislation does is to enable us to continue in business. If the 
court’s decision becomes effective on June 5, then, as the Chairman of the Board 
has told you, there is a question of whether we can continue under either a cer. 
tificate or an exemption. In other words, if this legislation is not passed, you 
may have put us out of business after we have served the Government and the 
public for over 13 years. 

I therefore urge you to report this legislation favorably and promptly. 


STATEMENT OF JOHN VP. BECKER, PRESIDENT OF MODERN AIR TRANSPORT, Iyo, 


My name is John P. Becker. I reside in Murray Hill, N.J. I am the president 
of Modern Air Transport, Inc., a supplemental air carrier. I have been flying 
for 25 years and have been a captain on a scheduled airline for 7 years. During 
the war, I flew as a captain in the Air Transport Command in Alaska and the 
Aleutieon Islands. I entered the supplemental air transportation business in 
1952. At that time, we had nothing except hope to build on. 

In order to buy the Modern corporation and aircraft, IT had to go deeply into 
debt and use every resource at my command in order to finance it. 

In the course of operating Modern, I feel that I have made a real contribution 
to ny country. Modern has logged more than 50,000 hours of flight time carry. 
ing common carriage passengers, charter parties, and military personnel. We 
have never had a fatality or accident. We have never had a violation against 
us for failing to observe any safety regulation whatsoever. 

At the present time, I am operating four C-46 aircraft which are used pri- 
marily in the transportation of military personnel for the Department of 
Defense. 

I have built up this business by personal, 7-days-a-week attention. I take a 
lot of pride in the fact that my airplanes are clean, comfortable, and in perfect 
operating condition. I have never had a blackmark with respect to service, 
reliability, or performance. 

Mr. Chairman, what I want to do is to operate as a supplemental carrier in 
the fields in which the Civil Aeronautics Board found to be required by the 
public convenience and necessity. I have worked hard to build up this com- 
pany. For 9 years I have been an active participant in docket 5132 before the 
Civil Aeronautics Board. I presented evidence in that case. I was on the wit- 
ness stand for 5 days. It was necessary for me to employ attorneys and go 
through a hearing which lasted much longer than I thought was necessary. 
After all the hearings and two oral arguments, both the examiners and all the 
members of the Civil Aeronautics Board found that Modern was well qualified, 
and a certificate was issued to the company. 

For some legal reason involving the language of the Federal Aviation Act, 
the court of appeals has said the Board cannot issue a certificate. I am nota 
lawyer, but I do know that no common earrier airline can fly without a certifi- 
cate or exemption from the Civil Aeronautics Board. When the Board issued 
Modern an exemption, the court set the exemption aside. When the Board 
issued Modern a certificate, the same court set the certificate aside. 

I am told that the proposed legislation, which you are considering today, will 
enable the Board to issue me a certificate which no court can set aside. Mem- 
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pers of the committee, all I want to do is to be able to continue this business 
which I have built with my bare hands, and I ask you to pass this legislation 
so I can develop the business without going through another 9 years of expen- 
sive and agonizing litigation. 

Modern’s operation does not hurt anybody, and it does help the country. It 
is a good, safe, reliable service. I want to be able to continue to provide it. 

This country was built on, and still favors, the principle of free enterprise. 
The aviation business should be no exception. Under the conditions existing 
today, the Government should make every effort to encourage the growth and 
development of air transport services, creating a pool of trained personnel 
available for any emergency which may arise. By enacting this legislation, you 
will enable not only my company but others to continue to expand their opera- 
tions and the available airlift. 

Finally, Mr. Chairman, a great deal of the work of Modern has been in the 
carriage of military troops. All of us hope for a relaxation in world tensions. 
But until the atmosphere improves, Modern Air Transport will be available for 
defense, when needed, in a matter of hours. For our part, our readiness will 
not involve any legal technicalities. The only problem is whether we will be in 
operation at all without certification. 


STATEMENT OF HAROLD 1 . COPE, VICE PRESIDENT OF ALL AMERICAN AIRWAYS, INC. 


My name is Harold D. Cope, vice president of All American Airways. Before 
beginning, I would like to express my gratitude to this committee for making 
possible this opportunity for the supplemental air carrier industry to testify on 
the matter before us. 

Basically, I believe that this committee must decide if the American tradition 
of free enterprise applies to the air transportation industry. When it comes to 
fighting and dying for our American way of life and its traditions, no division 
according to race, creed, color, religion, or size is evident. This same undeniable 
right of fighting and dying on the battlefields is also the basic fundamental 
foundation of our great American business tradition of equal and dignified rights 
to each and every American to pursue his chosen business endeavors. 

The supplemental air carrier industry has been steadfast in this belief and 
has proven that there is a need for our class of air carriers. The industry has 
fought a long, hard, uphill battle for many years to obtain a legal, and dignified 
certificated status. The need for the supplemental service was first recognized 
shortly after World War II by a few farsighted and energetic veterans. These 
pioneers, using Government surplus DC-—3’s, started a form of air transportation 
the like of which was unknown. As in any business, as the demand for the 
offered service grew, so did the problems of progress. Expansion into new and 
better types of aircraft were needed to meet the demand; operating techniques 
had to be revised; merchandising methods were improved; and most important 
of all was the ever-increasing need for a certified status. 

The Civil Aeronautics Board finally saw that to fulfill its obligation to Con- 
gress and the traveling public and to foster and promote a sound air transporta- 
tion system, some disposition had to be made on the role of the supplemental] 
industry. 

After years of investigation and miles of written record, the Civil Aeronautics 
Board found and I quote: 

“The objectives of the act and the practice of Congress and the Board with 
reference thereto all point toward certification in preference to exemption 
in this case. For the Board found in its 1955 decision herein that supplemental 
air carriers were a significant part of the Nation’s air transportation system 
and that its policy should be directed toward their continued healthy growth. 
There is no doubt that the ability of a carrier to provide service is fostered by 
an authorization embodying the stability, dignity, and protection of a certificate 
rather than an exemption. And where, as here, there has been a long history 
of service and public benefits flowing from the operations of a class of exempted 
carriers which are of considerable aggregate economic importance, certification 
is a natural and appropriate method of furthering the objectives of the acts” 
(docket 5132, pp. 5 and 6). 

Congress sees the need, the Civil Aeronautics Board sees the need, and the 
supplemental air carrier industry sees the need for a legal dignified certificated 
status for a class of air carriers that the air transportation public demands. 
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Why is it so important to the future of the supplemental industry? Aside 
from the dignity and stability of a certificate that is recognized by the customers 
of air transportation, there are practical reasons; such as, obtaining financip 
for expansion, purchasing power with respect to gasoline contracts, and lower 
insurance premiums. 

This industry isn’t without its internal problems. However, the supplementgj 
air carrier industry has not been negligent in its duty to our country or the 
many supporters of the industry. We have always been ready, willing and 
able to serve the country’s air transportation needs during both peace and way 
We have compiled a great safety record. And last but not least, to date this 
industry has been an example of our country’s system of free enterprise. 

Mr. Chairman and members of this committee, we respectfully request fajp 
and permanent legislation that will provide the means of asserting the will 
of Congress, the Civil Aeronautics Board and the traveling public in the matter 
of continued, healthy growth of the supplemental air carrier industry. 


STATEMENT BY W. W. LADWIG, DIRECTOR OF SUPPLEMENTAL OPERATION oF 
JOHNSON FLYING SERVICE, INC. 


The Johnson Flying Service, is, I’m sure, the oldest established carrier in the 
supplemental class as Mr. Johnson started the business in 1924, which was even 
prior to most of the scheduled carriers. The company has a record of success. 
ful operation continuously since that time. The company has _ scrupulously 
adhered to the Board’s economic regulations since they were established in 
1938 and lived within the law for the 14 years preceding the enactment of the 
Civil Aeronautics Act. Therefore, during its 36 years of operations, the John- 
son Flying Service has demonstrated its willingness and ability to operate 
successfully and abide by administrative authority. 

Our company gives year-around employment to 45 people and we have around 
60 people during the summer season. Our payroll for the year of 1959 was 
$234,893.70. We own and operate 31 fixed-wing aircraft and 3 helicopters. 

From the Johnson Flying Service experience, it seems to prove beyond the 
shadow of doubt the need for the supplemental air carriers to furnish the irreg- 
ular and charter service demanded by the public. Between the period of Octo- 
ber 1959 and April 1960, our company has completed 29 charter trips and we 
have at the present time 12 confirmed future trips, and we have quoted on 6 
more futures, which we are sure of getting. No doubt, there will be more. 

It seems inconceivable to us that the laws of our free enterprising Nation 
would place a company of this kind in jeopardy. We vitally need this business 
to enable us to support our pilot and repair crews and, of course, hope to im- 
prove on our equipment to better serve the public. We strongly urge the Con- 
gress to pass the necessary laws granting the Civil Aeronautics Board authority 
to certificate the carriers they have already found qualified, willing, and able. 


STATEMENT OF DovuaLtAs T. BELL, PRESIDENT ASSOCIATED AIR TRANSPORT, INC. 


My name is Douglas Talbot Bell, president and general manager of Associ- 
ated Air Transport (Associated), and on behalf of Associated, I wish to express 
my appreciation for this opportunity to express my company’s views on a matter 
of very deep importance to the future of the supplemental air carrier industry. 
I have been engaged in aviation ever since 1939, when I became an apprentice 
at the Utica, N.Y., Municipal Airport. Then, in 1942 I established an aircraft 
repair shop at Detroit, Mich., located at that city’s municipal airport. This 
establishment performed maintenance on all types of aircraft, a considerable 
portion pursuant to military contract. I entered the U.S. Naval Reserve in 1944 
and during my service was attached to various Navy Air Transport Service 
(NATS) squadrons. Upon my discharge in 1946, I reactivated my repair shop 
which I operated until 1948. Thereafter, I entered the field of irregular, now 
supplemental air transportation as a pilot with Nationwide Air Transport based 
at Miami, Fla., eventually becoming chief pilot. Upon the merger of Nation- 
wide, in 1951, with Resort Airlines, I became chief pilot and later director of 
operations of that company. I left Resort in December of 1954 in order to begin 
studies for a degree in aeronautical engineering at the University of Washing- 
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ton. I interrupted my studies in the spring of 1955, and served for a brief 
arias as pilot for All American Airways, Inc. Later in the year I established 
Bell Aviation, Inc., an aircraft delivery service which delivered multiengine mili- 


tary surplus aircraft throughout the world. Thereafter, in 1956, I acquired a 
controlling interest in Associated Air Transport, becoming its president and 


ral manager. " . ’ . 1 ¢ 
TF eae the holder of an FAA airline transport pilot’s certificate rated on DC-3, 


pc-4, C-46 and Lockheed Lodestar aircraft, an FAA flight instructor’s 
rating on both airplanes and rotocraft and an FAA air frame and powerplant 
certificate. I am also an PAA certified ground school instructor with ratings in 
navigation, aircraft, aircraft engine, civil air regulations, meteorology, and radio 
navigation, an FAA certificated aircraft dispatcher and an FAA certificated 
flight engineer. I have 11,000 hours in flight experience which has been accu- 
mulated throughout the world. ; : 

Associated Air Transport is 1 of 25 supplemental air carriers whose cer- 
tificates were declared invalid by the U.S. Court of Appeals for the District of 
Columbia. Our base of operations is located at the Miami, Fla., International 
Airport where we employ 30 people, a figure which has ranged as high as 45 
during peak traffic seasons. As of January 1 of this year our fleet consisted 
of four C-46 passenger aircraft and three C46 cargo aircraft. Our present fleet 
consists of one DC—4 aircraft (oversea version), three C-46 passenger aircraft, 
and one C-46 cargo aircraft which we hope to augment very shortly with an 
additional DC—4 oversea plane. 7 

We believe, Mr. Chairman, that our company typifies the type of flexible and 
diversified operation which the Board envisioned in certificating us for continued 
supplemental air service. Thus, since our full reactivation of operations in June 
of 1957, we have been an active and regular participant in domestic commercial 
troop movements for the Military Establishment. During the same period we 
have performed a considerable number of cargo charter flights to various points 
in the Caribbean and Central and South America and occasional passenger char- 
ters to Mexico and Canada pursuant to exemption authority from the CAB. We 
have also transported a considerable number of college athletic groups within 
the United States. 

One of the outstanding examples of Associated’s flexibility may be found in 
our performance during the 1959-60 winter months of vegetable charter flights 
petween Florida and Andros and Abaco Islands in the Bahamas. It is this type 
of operation which illustrates the need for the continued existence of the sup- 
plemental carriers. Thus the energies and resources of the certificated route 
carriers must, of necessity, be utilized in the development of their routes. This 
being the case, it is manifestly unlikely that they could make available sufficient 
aircraft for proper performance of such specialized services. 

Nor have our activities been by any means exclusively confined to the charter 
field. We have utilized our authority for limited individual passenger service 
in order to alleviate the needs occurring during peak seasons of the year (i.e., 
the Christmas season in the New York-Miami and Chicago-Miami service). 
In further implementation of its 10-trip authority, Associated frequently has 
set up special scheduled flights in order to accommodate furloughed military 
personnel and other similar groups. These flights have all been performed at 
a fare structure substantially below those offered by the trunk air carriers who 
have so vigorously fought our individual flight authority. 

Our plans for the future contemplate the acquisition of pressurized equipment 
such as DC-6 and Super Constellation aircraft and the expansion of our opera- 
tions to include the performance of transatlantic passenger charters, oversea 
augmentation flights for the Military Air Transport Service and domestic Logair 
cargo movements for the Air Force. 

I am here today, Mr. Chairman, to urge the enactment, in their entirety, of the 
legislative recommendations presented by the Civil Aeronautics Board which 
would authorize the issuance of Certificates of Public Convenience and Neces- 
sity for supplemental service, without regard to terminal and intermediate 
points. It is only through this legislation that the impediment to the healthy 
growth of the supplemental air carrier industry can be removed. Thus the pro- 
tection and dignity afforded by the certificate is absolutely indispensable if the 
industry is to achieve any degree of success in obtaining the financing necessary 
for the acquisition of modern aircraft and the contemplated expansion of op- 
erations. For many years the uncertainty of our status and future has ham- 
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pered us in obtaining working capital. This same factor has strongly militate 
against our acceptance by a substantial portion of the traveling public, includ. 
ing charter groups and individual passengers. Certification will also facilitate 
the obtaining of the necessary permits from those foreign countries into whie) 
our diversified operations have carried us. It is the position of Associated 
Air Transport that its very survival is dependent upon its ability to participate 
in both charter and individually ticketed air transportation and that legslation 
should authorize the issuance of certificates covering both of these vita] areas 
The point to be made is clear. If our supplemental fleet is to effectively per- 
form in the interests of national defense and serye as a ready reserve capable 
of immediate mobilization, we must be able to achieve full economic utilization 
of our aircraft. This cannot be assured absent the authority to perform indi- 
vidually ticketed flights. There have been countless occasions when we have 
performed military and commercial charter movements with no assurance 
that a return payload could be obtained. It is in this connection that the 
authority for individual sale service is so vital to our continued existence, This 
authority allows us to set up special flights on which we can sell tickets to 
furloughed military personnel and members of the traveling public who we 
could not proply accommodate under the charter portion of our authority, thus 
assuring us of the necessary payload on the return portion of the journey, 

In summary, Mr. Chairman, Associated Air Transport, Inc., strongly urges 
the enactment of legislation at this session of Congress which will empower the 
Civil Aeronautics Board to issue certificates of public convenience and necessity 
for all facets of true supplemental service, both charter and individual sale, Ty 
view of the importance of this matter both to Associated and to our industry, | 
greatly appreciate this opportunity to set forth the views of our company. 

Mr. Burweci. If I may ask the indulgence of the committee, will 
it be possible to hold the record open for a couple of days, so that we 
can put in other statements, too ? 

Mr. WiuuiaMs. I think that is a reasonable request. The committee 
will be glad to hold the record open for the rest of this week if that 
is desired. 

Mr. Burweti. Thank you. 

Mr. WitutaMs. I think that our first witness is Mr. Ronald Gins- 
burg, representing Trans- Alaskan Airlines, Inc. 


STATEMENT OF RONALD GINSBURG, ATTORNEY, ON BEHALF OF 
TRANS-ALASKAN AIRLINES, INC., CURREY AIR TRANSPORT, 
LTD., AND GREAT LAKES AIRLINES, INC. 


Mr. Grnssure. Mr. Chairman, and members of the committee, my 
name is Ronald Ginsburg. I am an attorney, from Los Angeles, 
Calif., and I represent the interests of Great Lakes Airlines, Ince., 
Trans-Alaskan Airlines, Inc., and Currey Air Transport, Ltd., all 
supplemental air carriers. 

Mr. Burwew.. The Independent Airlines Association has expresesd 
their support for a proposal which I will put forth today. This pro- 
posal proposes to amend the Board’s bill to make certain qualified air 
carriers eligible for grandfather certificates under this bill. 

Mr. Witrtams. You are not reading from your prepared statement 
now ? 

Mr. Ginspurc. I am not at this moment. 

Mr. WitttaMs. Do you intend to read from that later on, or do 
you desire that it be included in the record, and that your testimony 
be extemporaneous ? 

Mr. Ginspure. T will make a few introductory statements and then 
I will read a part of my testimony, in view of your request that we 
expedite the proceedings. 





In 
co 
da 


C\ 
th 





fed 


on 
li- 
ve 
ce 
ne 


is 


ee nen 


SUPPLEMENTAL AIR CARRIER CERTIFICATES 73 


Mr. WuuuiaMs. All right. 

Mr. Ginspurc. As I indicated, our proposal makes certain qualified 
air carriers eligible for these grandfather certificates which this com- 
mittee has under consideration and we will present this proposal of 
ours today in concrete form. We have a draft of a bill which I might 
add does not change the Board’s bill from the draftsmanship stand- 
joint in any material respect. yai)ies 

Also, at this time, Mr, Chairman, I submit, without reading it, the 
statement of Capt. Irving E. Hermann, president of Great Lakes 
Airlines, Inc., for the record. 

Mr. Witutams. That will be included in the record at this point. 

(The prepared statement of Irving E. Hermann follows :) 


TESTIMONY OF IRVING E. HERMANN, PRESIDENT OF GREAT LAKES AIRLINES, INC. 


My name is Irving E. Hermann. I aim the president of Great Lakes Airlines, 
Inc., a supplemental air carrier licensed by the Civil Aeronautics Board. The 
company is owned by my wife and myself. Each of us is active in the day-to- 
dav conduct of the business. 

My purpose in appearing today is to advise this committee why I believe the 
Congress of the United States should not put my company out of business, as 
the Board has asked the Congress to do, 

I ask the committee’s indulgence to permit me to describe briefly my back- 
ground in aviation and the background of my company, and what it does 
today. 

I operated a number of flying schools and airports at various localities in the 
United States from 1929 until 1942, when I joined Pan American Airways as a 
captain pilot, flying its Alaskan, South Atlantic, and South American routes, 
Early in 1946, I, along with others, conceived the idea of developing a new low- 
cost type of air transportation. This type of air transportation was not then 
offered by the major U.S. airlines. 

I had in mind giving people an opportunity to fly at low fares without the frills 
offered by the regular airlines such as the plush seats and the fancy meals. I 
felt that the public would respond to a sort of rail coach or bus of the air, which 
would bring the advantages of air travel to the average person and to lower 
income groups who then, and even now, regard air travel as a means of trans- 
portation for the rich or well-to-do. 

My wife and I, and our former partner, who had also been a Pan American 
Airways pilot, formed Great Lakes Airlines, Inc., in 1946. We bought a DC-3 
and modified it in our own maintenance shop to a 28-passenger coach carrier. 
Our initial investment of $40,000 consisted primarily of the modified DC-—3, some 
cash, and other assets. 

We operated our own DC—3 in coach service in 1946 and 1947 between Buffalo, 
Rochester, and New York City; between New York and Miami: and between 
New York and San Juan. While these operations were not particularly profit- 
able, we did gain valuable experience and know-how in the airecoach business 
which enabled us to make plans for the future. For example, we learned that 
it would be necessary to fly larger aircraft in coach operations to make a living 
at it. 

Late in 1947 I purchased a C-—46 aircraft, which we were unable to modify 
untila year later. This plane accommodated 55 passengers. 

We started our transcontinental coach service in the summer of 1948. using 
our own DC-3, a DC- leased from the Flying Tiger Line, and later our own 
C-46. 

The operations of my company became quite successful starting in 1949. The 
public liked our service, particularly servicemen and their families, as well as 
many others who could not afford the fares of the scheduled airlines. In 1950 
we acquired a DC-4 from the U.S. Government which we converted to an &0- 
passenger aircoach, high-density transport airplane. This aircraft enabled us 
to offer one-stop service from coast to coast and to lower our ay 


, : is erage transcon- 
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since 1950, except to mention that we switched over to the use of DC-4 aircraft | 


exclusively in 1954. In 1958, my wife and I purchased two new DC-6 aircraft 
direct from Douglas Aircraft Co. Since the winter of 1959 Great Lakes hag 
operated but 1 aircraft and this is one of the DC-6 aircraft which we purchased 
from Douglas and converted in our own maintenance shop to accommodate 17 
passengers. The reason that my company operates only 1 aircraft is that it 
would not be feasible for us to operate more than 1 aircraft and still comply with 
the regulations of the Board, limiting us to 10 flights a month each way between 
any 2 cities. My wife and I own two additional DC-6B and three DC-+4 aircraft 
which are leased to other supplemental air carriers to insure compliance by 
Great Lakes with the Board’s frequency regulations. 

Our company maintains its operations headquarters in Burbank, Calif. at 
the Lockheed Air Terminal. In addition to Burbank, we serve San Diego and 
Oakland, Calif., as well as Chicago, Detroit, Philadelphia, New York, ang 
Honolulu on a regular basis, each almost to the full extent of the trips per- 
mitted by the Board. We also occasionally provide service to Kansas City, 
and St. Louis, Mo., and to Miami, Fla. : 

Great Lakes offers a fare for coast-to-coast service of $80, plus tax, each way 
This fare is offered on round-trip excursion tickets good for 120 days, Monday 
through Thursday. This $80 fare should be contrasted with our average fare 
of $93.50 in 1950 and the present transcontinental aircoach fare of the major 
airlines which is $115.50. A passenger using our excursion fare saves approxi- 
mately $80 on a round trip over the fares offered by the major airlines on their 
coach service. If the Board permits the increased transcontinental coach fare 
requested by the scheduled airlines the difference betwen our fare and that 
of the major airlines coach fare will approximate $100 for a round trip. 

We now have our own maintenance operation which employs 63 persons. It 
performs maintenance on the Great Lakes aircraft as well as on the aircraft 
of several other supplemental air carriers. Great Lakes employs 71 persons 
in its flight operations. 

We carried 23,500 revenue passengers in 1950, more than 42 million passenger. 
miles. In 1959, we operated more than 220 million revenue-passenger-miles, 
and earned gross revenue in excess of $7,700,000. Our net worth, including capi- 
tal investment, has grown from $40,000 in 1946 to more than $850,000 on Decem- 
ber 31, 1959. 

These increases have come about despite the opposition and in some cases 
open hostility of the Civil Aeronautics Board, which even now is attempting 
to put our company out of business in various ways. We still are unable to 
comprehend the real reason for the actions of the Board. Our company has 
never been involved in any violations of a moral character or in any safety vio- 
lations. We are fortunate to be able to say that we have never had a fatal 
accident in our 14 years of operation. 

We understand that if we receive a certificate we must abide by the 10-trip 
limitation in the certificate. We want this committee to know that we have 
followed this limitation for a considerable period of time and that the real 
problem arose in the days when the Board’s regulations could not be understood 
by a lawyer, much less a layman. At that time the Board regulations were 
an invitation to bankruptcy. 

We feel that we have made a significant contribution to air transportation, 
particularly in the field of low-cost coach transportation, a field in which we 
pioneered. Our company also participated extensively for 2 years in the DEW 
line operations in northern Canada. We have had considerable experience with 
military contracts and with civil air movements of the U.S. Defense Department. 

My wife and I have owned Great Lakes all these years and will continue 
to own and operate it as a supplemental air carrier so long as we are permitted 
to do so by legislation or administrative regulations. 

We feel confident that knowing the facts set out in this statement that this com- 
mittee will not allow the Board to put us out of the business to which we have 
devoted a great part of our adult lives and of ourselves. Our employees and 
their families are dependent upon our convincing this committee of these views. 

As must be apparent to the committee, I am not a lawyer. Our attorneys 
will present the technical changes in the legislation which we propose. 
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Mr. Grnssurc. I would like to make one or two brief references to 
the statement of Captain Hermann who is present here today in view 
of the importance of this bill to his company. ‘This statement is the 
history of Captain Hermann, personally, in the air transportation 
business, how he pioneered in the field of aircoach service, how his 
company was begun in 1946 and how it proceeded to grow in offering 
this type of service to the public and the public acceptance of this 
service. 

There is one paragraph on page 4 of his statement that I think is 
most important and I would like to read portions of that, if I may. 

This paragraph follows: 

Great Lakes offers a fare for coast to coast service of $80, plus tax, each way. 
This fare is offered on round-trip excursion tickets good for 120 days, Monday 
through Thursday. This $80 fare should be contrasted with our average fare of 
$93.50 in 1950 and the present transcontinental aircoach fare of the major air- 
lines, Which is $115.50. 

Including the tax in the picture, and on a round-trip basis, there is 
a difference of $88 between the fare offered by Great Lakes and that 
offered by the scheduled airlines on their coast-to-coast service, and 
the scheduled airlines have requested an increase which will make 
that difference $100. 

I will refer later in my remarks to the reasons why this is such an 
important matter for this committee to consider. 

I, also, submit without comment from certain portions of my state- 
ment or testimony, pertaining to the background and history and 
extent of the operations of Trans-Alaskan Airlines, and Currey Air 
Transport, Ltd. That would be the first four pages of my prepared 
testimony. 

Each of these carriers, Mr. Chairman, that we represent are very 
substantial carriers, The evidence that we have put in the record to- 
day will indicate that each of them have pioneered in the aircoach 
field, and that each of them have profitable operations today, serving 
substantial portions of the public. And the reason I mention that 
point at this time is with regard to several questions posed by the 
chairman this morning as to the needs of the supplemental air car- 
riers for the authorities to operate 10 trips in individual air trans- 
portation, carrying individual passengers. These three carriers, each 
of them the overwhelming majority of their operation is the carrying 
of individually ticketed passengers. I will say in excess of 95 per- 
cent in each case. 

Mr. WittraMs. Each carrier flies the same route ? 

Mr. Grnssurc. No, sir, they do not. In some instances, they do. 

Trans-Alaskan Airlines, for example, offers service to Florida from 
many points—St. Louis, Chicago, and New York. And the other 
carriers do not. The other carriers, Great Lakes, for example, offers 
service to Honolulu to points on the west coast, Los Angeles, San 
Francisco, as well as Chicago, New York, and Detroit. 

Mr. Wittrams. As I understand, you are speaking, primarily, for 
three carriers, is that correct ? 

Mr. Ginspure. Principally, yes. 

Mr. Wiuu1AMs. You indicated to me this morning before we began 
the hearings that these carriers are in a separate category, distinct 
from the others ? 
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Mr. Grnspurc. Yes, they are. 

Mr. WittraMs. I presume that you will explain that to us, 

Mr. Grnssurc. I will in my prepared statement. 

I will simply request w ith regard to the testimony that T have that 
the committee read the sti itements carefully, because we do feel that 
they play a very important part in the committee’s deliberations, 

Refer ring once more for the moment to the individually ticketed 
authority, in our view these supplement: al air carriers need this in- 
dividual ticketed authority. They need the diverniae ‘ation that this 
offers. Some carriers are dependent, like our carriers, the ones I am 
representing, almost entirely upon the type of operation. They would 
be put out ‘of business if their operation were restricted to charter 
business. All of these air carriers will, certainly, the carriers that I 
represent, be available immediately under the CRAF program in the 
event of a national emergency. 

In order to keep them ‘alive. so that these aircraft will be available, 
this individually ticketed authority is vitally needed. 

The question, also, came up this morning in regard to diversion of 
traffic from the scheduled or major airlines by the supplemental air 
earriers. And I would like to mention to this committee, if I may, 
and refer to a report given in 1953 by the Select Committee on Small 
Business of the U.S. Senate and their finding No. 8 which was ag 
follows: 

The irregular airlines have not caused a diversion of traffic from the certifi- 
eated carriers. While there is a duplication of routes between the irregular and 
certificated carriers, there is relatively little duplication of markets. The intro- 
duction of hundreds of thousands of lower income-bracket travelers to aviation 
should be attributed to the irregulars, and their pioneering which has been along 
economic rather than geographic lines, has shattered the concept of a_ fixed 
limited market for civil aviation. As a result, the question is no longer what 
portion of the fixed pie any company will get, but rather how much of the entire 
pie can grow. 

That indicates that this is not a state industry, and that these car- 
riers have not diverted traffic from the scheduled airlines. I am 
referring, particularly, to the carriers I represent, as well as many 
others. 

I have been on these flights, Mr. Chairman, and frankly, the people 
who travel on them are people who would normally be on buses, coast 
to coast, if they went at all. They are servicemen, their dependents, 
traveling on furlough, in many cases they are traveling on orders, on 
transportation requests, but on an individual basis. 

We are, in effect, asking the Congress to include the carriers of the 
class of those that we represent in the group eligible for certificates 
under this bill. We are not asking the Congress to take out carrier 
A, B, and C, nothing like that. Instead, we feel that this whole class 
of carriers is eligible for certification and considering of the grand- 
father problem. 

With those introductory remarks having been concluded, I will be- 
gin with page 5 of my prepared statement, and read the balance of it. 

The air carriers we represent find it necessary to propose revisions 
to the bill submitted to this committee by the Board because the 
Board’s proposal would effectively put these carriers out of the busi- 
ness they pioneered and engaged in for 13 or 14 years. 
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These three carriers filed applications with the Board and partici- 
pated in the Board proceeding known as the Large Trregular Air 
Carrier Investigation, docket 5132. The Board granted each of these 
three carriers interim operating authorizations to engage in business 
as supplemental air carriers on November 15, 1955, in order K—-9744. 
However, the Board did not grant supplemental air carrier certificates 
to these three carriers in this case despite their proven ability and ex- 
yerience in the supplemental air carrier field. 

These three carriers have petitioned the U.S. Court of Appeals for 
the District of Columbia Circuit for review of Board order E-13436, 
and the court has stayed this Board order insofar as it operates against 
Great Lakes, Currey, and Trans-Alaskan. The court proceeding is 
entitled Great Lake Airlines, Inc., et al., Petitioners v. Civil Aero- 
nautics Board, Respondent, No 16015 and consolidated cases. 

Mr. Winutams. What was the basis of the Board’s action in refus- 
ing to grant the certificate to your airlines, while at the same time the 
Board, I presume, granted certificates to others / 

Mr. Ginspurc. The certificates granted to others—out of the 25? 

Mr. Wititams. Was it the Board’s contention that you did not meet 
the requirements for the certificates? — 

Mr. Ginspurc. They were in certain respects. Certainly, they met 
the operational requirements and the qualifications of maintenance 
and safety. A problem came up with respect to the purported ex- 
cesses in frequency, and the relationships bet ween these airlines which 
were again purportedly entered into for the purpose of exceeding the 
frequency restrictions. 

Mr. Witiiams. Do I understand that these airlines then are operat- 
ing a regular daily schedule by combining the operating schedules of 
the three airlines / 

Mr. GrnssurG. A charge was made in that proceeding, but pri- 
marily, it goes back— 

Mr. Wituiams. Is that being done ? 

Mr. GryspuraG. No, it certainly is not. 

Mr. WituiaMs. Was it being done / 

Mr. Ginspurc. That is a matter of opinion, I must say. I have no 
problem in saying that it was not being done although other people 
would contend to the contrary. 

Mr. WiturAMs. [ can see where that would pose a problem. 

Mr. Ginspure. That was a problem raised by the Civil Aeronautics 
Board, by their reporting divisions, and other divisions, that partici- 
pated in the case. 

Mr. Wini1aMs. You may proceed. 

Mr. Ginspurc. The Board’s proposal in effect asks the Congress 
to resolve this court proceeding against these three air carriers and 
to effectively foreclose their right to judicial review despite the fact 
that the court has indicated, by granting the stays which were granted 
these carriers, that there is a strong probability that these three air 
arriers will prevail in their appeals. The extensive experience and 
obvious capabilities and qualifications of Great Lakes, Currey, and 
Trans-Alaskan should be more than sufficient to resolve this issue 
the other way. The Congress should include these three air carriers 
in the grandfather class in the bill under consideration by this com- 
mittee. 
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To depart from the text for a moment, the bill has the effect: of 
precluding and cutting off judicial review which these carriers aye 
seeking in the court of appeals. As a matter of fact, they have q 
stay of the Board’s order insofar as it pertains to their operations, 
It is a technical aspect of the bill, but it would terminate the life of 
these three carriers immediately. 

It seems anomalous to include some operating supplemental ¢ay. 
riers within the grandfather group and to exclude others, particy. 
larly where those excluded can make the showi ing of capability that 
these carriers can. If there is something morally unfit about. these 
three air carriers, then we ask, “What has the Board been doing dur. 
ing the 14 years of their operation under Board regulation and 
surveillance ?” 

In granting grandfather rights in the supplemental field, we be- 
lieve the Congress should wipe the slate clean and include all the 
qualified operating carriers. This is precisely what the Congress 
did in granting grandfather rights to the regularly certific ated air 
carriers in 1938 when the Civil Aeronautics Act was adopted. 

Inquiry should also be made by the committee into the magnitude 
of the supposed violations committed by these three air carriers, 
before this committee could conceivably act on the Board’s proposal 
to exclude them from the grandfather class. 

It is clear beyond doubt that these three air carriers have con- 
ducted their operations well and that they have committed no air 
safety violations or violations of a moral ‘character. The ‘vy are not 
even accused of i imposing on the public in any way. The situation 
is quite the reverse. These air carriers have served the public and 
the public interest well and they continue to do so. This was done 
through pioneering true aircoach service and continuing to provide 
this service to the public in a way that few, if any, other supple- 
mental carriers can even pretend to do. Moreover, this service is 
offered with modern pressurized equipment, on regular, dependable 
flights at fares markedly below those offered as “aircoach” service 
byt the scheduled airlines. 

I might add that these carriers, as to the operations, that Great 
Lakes operates one DC-6, a pressurized DC-6; and Currey operates 
one DC-6-C; and Trans-Alaska the same. And in addition, three 
DC aircraft. 

Mr. JARMAN. May [ask you a question ? 

Mr. Grnspura. Certainly. 

Mr. Jarman. How do they handle the maintenance of those planes? 

Mr. Ginssurc. The maintenance is performed in Burbank, Calif. 
That is performed by the Great Lakes Maintenance Division. 

Mr. Jarman. For Great Lakes? 

Mr. Ginssurc. For Great Lakes, and on a contract basis with the 
other two carriers. 

Mr. JARMAN. For all of them? 

Mr. Ginssure. And other carriers, also, use that facility. 

Mr. Jarman. If service is needed for airplanes when they are away 
from the home base, how is that taken care of ? 

Mr. Ginssurca. That is contracted for in the places that they serve 
regularly—that is available to them—and they have to take advantage 
of whatever is available on the routes. There is service available in 
most other city airports. 
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Mr. Witi1am. Do they, too, maintain a common maintenance de pot 2 

Mr. Grnspurc. They all use the same facility; that is, the Great 
Lakes Maintenance Corp., which is a separate corporation, which per- 
forms maintenance for all three of these carriers and other supple- 
mental air carriers. 

Mr. Wiuu1AMs. As to the stock of the Great Lakes Maintenance 
Corp. which performs the maintenance on these aircraft, is the stock 
owned by these three other « companies / ¢ 

Mr. Grnspurc. No, it isnot. It is owned by Captain Hermann and 
Mrs. Hermann, his wife, who own the stock of Great Lakes Airlines. 

Mr. Witu1aMs. It is under the same ownership ? 

Mr. GinspureG. Yes, itis. That is all set forth—parts of it is set out 
in the statement submitted to the committee which has not been read. 

Mr. WILLIAMs. All right. — : 

Mr. Ginssurc. The violations charged to these three air carriers 
are that they have performed flights in addition to those authorized 
by the Board. The  ard’s contentions in this regard are directed pri- 
marily to the period prior to 1955 when the Board’ s regulations con- 
cerning frequenc; y were incomprehensible to the airline oper: ators. 

The Select Committee on Small Business of the U.S. Senate has 
conducted extensive hearings and investigations into the activities of 
the class of carriers before this committee today and the Board’s regu- 
latory policies with respect to this class of carriers. We arnestly 

call to the attention of this committee the unanimous report of the 
Senate Select Committee on Small Business of 1953 (S. Rept. 
822, 83d Cong., Ist sess.), as well as to earlier reports of this commit- 
tee, where the Board was taken to task severely for the manner in 
which it had regulated the supplemental air carrier industry, which 
was then called the nonscheduled or large irregular carrier industry. 
The Select Committee on Small Business made the following state- 
ments and findings in its 1953 report (1): 

Your committee is sympathetic with the situation the Board faced in this 
postwar period. The Board’s action in providing for letters of registration to 
these irregular carriers was an attempt to meet the economic demands of the 
time. However, your committee feels that the Board’s deviation from the 
certification procedures provided for in the Civil Aeronautics Act was unfortu- 
nate. Your committee hopes that once the present problem is solved that the 

Zoard will grant all future permanent authorizations only through the proce- 
dures established in the act. 

Back in 1953 the Board was directed to pursue the certificate 
course, Which they did not. do, 

(2) The committee added: 

If the Board had not intended to let these airlines enter some type of com- 
mon carriage, it was the Board’s duty to warn these companies buying the large 
surplus aircraft. Instead, if the Board’s position had been clear from the outset 
and if a rigid enforcement policy had been maintained against violators of what 
it now interprets to be its policy, this industry would never have been created 


and Congress would not now be faced with the responsibility to see that an im- 
portant segment of business did not become the victim of bureaucratic indecision. 


(3) The committee also found: 


Your committee recommended that the Board rescind its regulation limiting 
nonskeds to 3 round-trip flights and 8 round-trip flights a month which the com- 
mittee described as wholly unreasonable. It was also recommended that the 
Roard issue a temporary regulation permitting the nonskeds to fly sufficient 
flights to allow profitable operations and a figure of 14 or 15 flights a month was 
‘Suggested as a minimum. 
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4) The committee made the following findings: 


The Civil Aeronautics Board has instituted enforcement proceedings againg 
a number of irregular carriers for flying too regularly, which, if successful, would 
put out of business the economically significant elements of this industry w ithin 
a short time. 
The Large Irregular case, which is destined to determine the future of these 
carriers, has been in process almost 2 years and is expected to require at leag 
another 2 years before a decision can be made. At the present rate of enforce. 
ment proceedings, there is considerable doubt how many of the irregular carriers 
will be in existence at the conclusion of the case to benefit from its findings, 
The Civil Aeronautics Board has failed to exercise sufficient ingenuity jp 
devising ways to integrate the irregular carriers into our air-transportation 
system. 
(5) Thecommittee stated: 


In March of 1953, your committee felt compelled to reassess the entire situa. 
tion. By that time, the Board had pending economic enforcement proceedings 
that would have eliminated the airlines that did 50 percent of the irregular 
common-carriage business. At the opening of hearings on March 31, Chairman 
Edward J. Thye pointed out that the committee had repeatedly asked the Civil 
Aeronautics Board to work out a program that would permit these small com. 
panies to live. 

(6) The committee made the following recommendation with re. 
spect to Great Lakes: 

Grant temporary exemptions to the 4 or 5 irregular carriers or groups of 
irregular carriers to engage in a rigidly restricted route-type sevice. 

The Board has never seen fit to follow the admonitions, much less 
the specific recommendations, of the committee of the Senate of the 
United States which has inquired deeply into the matters before this 
committee today. The Board has persisted in ignoring the findings 
and recommendations of a duly constituted and highly informed com- 
mittee of the Congress although the Board is nothing more than a 
creature of the Congress. 

The Board is continuing to disregard the mandate of the Senate 
Small Business Committee in the bill before us today for considera- 
tion, since the Board is still attempting to put the “economically 
significant elements of this industry out of business.” It is indis- 
putable that among the most economically significant elements of this 
industry are the three air carriers which sponsor this statement. 

I have distributed along with this statement a draft of a bill which 
will effectuate the propositions which we have set out in this state- 
ment. I respectfully request that the committee and its staff give con- 
sideration to our specific proposals which do not differ materially 
from the bill proposed by the Board from the standpoint of drafts- 
manship. 

We wish to make it clear to this committee that we do not oppose 
the Board’s bill as such. What we do oppose are the exclusionary 
aspects of the bill. 

We ask the committee this question: Why should the Board be per- 
mitted to systematically exclude the most responsible and qualified 
operators in the supplemental field today? Even worse than this- 
How can the Board ask this committee and the U.S. Congress to 
rubberstamp this ill-conceived policy and make it the law of the land! 
Our proposed bill will correct, at least, in some measure, the inequities 
contained in the Board’s proposal. 
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Our bill will accomplish the following four objectives: 

(1) Eliminate the requirement of operation by supplemental air 
carriers during the period January 28, 1959, to Apr il 7 ‘, 1960, as pro- 
posed by the Board. Several of the supplemental air carriers are 
owned by individuals whose requested transfers of their license au- 
thority have been pending before the Board for considerable periods 
of time without action, or have rec eived Board approval only recently. 

Under the Board's bill, these carriers would not, in my opinion, get 
certificates. Congress would not authorize them to obtain certificates 
under the grandfather provision. 

Mr. WituiaMs. Does this apply to the three that you represent ? 

Mr. GanspurG. Our carriers are not in that class. « T hey all operated 
during the period, but in the process of drafting os bill and determin- 
ing what will go into it, we did include those carriers. 

T Inderstand: ibly, these supplemental air carriers may not have op- 
erated flights during the period requested. Moreover, Board order 
E-13436 imposed no requirement to operate while its predecessor or- 
der (E-9744 adopted November 15, 1955) did contain such a require- 
ment. 

Mr. WiiutaMs. That relates to the grandfather clause ? 

Mr. Ginspurc. Yes, it did. The carriers who did not operate dur- 
ing that 14-month period would be eligible to receive certificates. I 
believe there are four or five of them. 

(2) Permit 10 additional supplemental aly ‘arriers to qualify to 
apply for certificates under section 401 (ad) ( 3) (ii) of the bill as pro- 
posed by the Board. These supplement: al air carriers include four car- 
riers whose applications for certificates were denied by the Board in 
docket No, 5132. These four carriers are the only operating carriers 
among the petitioners in this case. In the case that I referred to in 
the District of Columbia. 

However, the U.S. Court of Appeals of the District of Columbia 
Cireuit has stayed the effectiveness of Board order E—-13436, with re- 
spect to these four supplemental air carriers. We believe that the 
court appeal of these four air carriers hi is considerable merit and that 
these appeals should not be foreclosed as contemplated in the Board’s 
proposal of April 28, 1960. 

The Board’s proposal would eliminate and cut off the judicial re- 
view these carriers have obtained, and are in the process of obtaining 
at this time. 

In addition six supplemental air carriers would be eligible to apply 
for certificates under section 401(d)(3) (ii) whose applications for 
certificates before the Board have been reopened for additional hear- 
ing by the Board. The effect of including these 10 supplemental air 
‘uriers in the group eligible to apply for certificate under 401(d) 
(3) (ii) will be entirely consistent with settled congressional policy 
in granting grandfather certificates as in the case of the original 
grandfather certificates granted by the Civil Aeronautics Act of 
1938. 

(8) This proposal also provides for temporary supplemental certif- 
icates of 5-year duration, commencing on the effective date of the 
proposed bill. The Board proposal provides for some 5-year certif- 
icates, the period to commence January 28, 1959, the date the Board 
first authorized these supplemental certificates. 
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We believe that it would be preferable for all the certificates to bp 
issued for the same period and for this period to commence on the 
date of enactment of the new legislation. 

If these provisions of the Board’s bill are adopted, the 2-yeap 
certificates will expire approximately 6 months after enactment of 
the bill. 

I wish to thank the committee for making this time available to 
Trans-Alaskan, Currey, and Great Lakes. 

And, attached to my statement, Mr. Chairman, is a proposed bill 
of five pages in length which, as I indicated, does not depart signifi. 
cantly from the dr: aftsmanship of the Board’s bill but it does aceom. 
plish these objectives which we feel are essential, and for the con- 
sideration of the Congress in adopting this type of legislation. We 
think that Congress should fix a class for those who are eligible. And 
these carriers are eminently eligible. They are responsible operators, 
Their service is required in the public s service. 

Mr. WritttAmMs. When you refer to the Board’s bill, do you refer 
to the original bill or the suggested bill that was given to the com- 
mittee y esterd: vy ¢ 

Mr. Ginssure. I am referring to the suggested bill, Mr. Chairman, 

Mr. Witu1AMs. Then your bill would cover all of the points that 
are covered in the Board’s bill, in effect ? 

Mr. Grinspure. Exactly. 

Mr. Wituiams. And would add to it certain language whereby the 
three companies that you represent could qualify under that bill? 

Mr. Ginspurc. That is right. And seven others would, also, qualify, 

Mr. Wiru1aMs. In the Board? s bill it appears to me that section 2, 
subsection 3(ii), page 2, of the Board’s bill is the section which grants 
grandfather rights ¢ 

Mr. Ginspure. That is right. 

Mr. WititaMs. Is that correct ? 

Mr. Ginspura. Yes; it is. 

Mr. WituiaMs. Sections 2, 3(11) and section 4 (a) and (¢)—in other 
words, those are the only sections that deal with the grandfather 
rights ? 

Mr. Grinspura. I believe that is true. That is the section that deals 
with it principally. However, we made some changes in section 4-A. 

Mr. WiritraMs. I am not referring to the changes that you made, | 
am referring to the Board’s bill. 

Mr. Grnspure. That is correct. 

Mr. Wititams. What would be the effect on an industry if all of the 
points covered in this bill, except section 2 and subsections 4(a) and 
4(c) were enacted and the grandfather clause were deferred until 
next year, when the committee could give it further consideration / 

Mr. Ginspure. You are just speaking technically for the moment. 
I do not think that is what the chairman is interested in. Certainly 
other provisions would have to be eliminated, because they would have 
no bearing on the formula. I do not believe that now exists, because 
it gives a certificate carrier periods of time in which they can continue 
to operate, and so forth. They would not have any meaning with- 
out section 3(1i). 
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Mr. Witu1ams. That is what I was trying to get at. Let us go 
through the bill just a moment. I will take it by pages, rather than 
by sections. ’ 

Page 1 of the bill purports to define supplemental air carriers and 
sapplemental air transportation. And section 2 of the bill provides 
that the Board may issue limited certificates; is that not right? 

Mr. Ginssurc. That is correct. 

Mr. WitutAMs. Subject to certain terms? 

Mr. Grnspura. Yes. 

Mr. Witiiams. That is, the first paragraph of section 2 provides 
that. 

The second paragraph, section 2, is the grandfather clause ? 

Mr. Ginspurc. That is correct. 

Mr. Wuuu1AMs. And section 3 provides that any such limited certif- 
icate is to provide time for the limited certificates it defines the scope 
for which that certificate can be issued; is that not correct 4 

Mr. Grinssurc. Well, I do not know that is quite correct. This 
section, I believe, is designed to correct the problem to cause a court 
of appeals to grant the certificate. It gives the Board authority to 
issue certificates, to engage in supplemental air transportation which 
designates or which may not designate some intermediate point. 

Mr. Wiu1aMs. All right, then, I accept that. 

Mr. Ginssurc. And, also, authorizes the Board to place limita- 
tions on them. 

Mr. Witurams. That is not dependent upon the grandfather 
clause ? 

Mr. Ginssurc. That is dependent on it. 

Mr. Witu1aMs. Section 4—is that dependent upon the grandfather 
clause ? 

Mr. Ginssurc. Well, it is directly related to it in this fashion, Mr: 
Chairman, in that it provides that carriers who were granted certifi- 
cates may continue to operate for 6 months from January 1959, after 
the enactment of the bill, and it is presumed that those carriers will 
come in and apply for certificates under the grandfather section, or 
if they do not want them, they will be able to continue to operate for 6 
months. That is what I understand the meaning to be. 

Mr. Wittiams. But even in the absence of a grandfather clause, they 
still have the right to come in and ask for a certificate ? 

Mr. Ginspurc. Yes; they do. I could not see any reason for limit- 
ing authority to operate for a period of 6 months because, Mr. Chair- 
man, if someone came in and applied for a certificate of this type, 
in all probability it would not be acted upon finally within 6 months. 
It would take them longer to act on it, than that, I would think. 

Mr. WituraMs. I do not know how the other members of the commit- 
tee feel but I, personally, can see an emergency situation here. 

Mr. Grnspure. Very definitely. 

Mr. Wixt1ams. So far as your interests are concerned. While 
your group of airlines perhaps has additional troubles that are not 
common to all of the others 

Mr. Ginspurc. That is true. 

Mr. Witt1aMs. Nevertheless, I am inclined to feel that this Con- 
gress should take some action, at least to continue the breath of life 
in these airlines. And yet we do not want to act hastily under the 
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pressure of adjournment. So I am trying to find out in my own 
mind some way whereby we could grant the relief—of granting some 
relief, at least, to these airlines to ‘keep them from havi ing to go out 
of business. There j is a practical situation here, as you have alres ady 
noted, that it is going to be extremely difficult to get legislation to 
both the House and the Senate and get it through be ‘fore the adjourn. 
ment of Congress. If the committee should decide to broaden the 
scope of the legislation, as has been suggested---or to go further than 
has been proposed—I was wondering what would be the situation if 
in 6 months it was extended, that is, if instead of 6 months it was 
extended to 1 year and the grandfather clause was left out, with the 
understanding that the Congress next year would return _ give 
study to the grandfather clause section, what would be your reaction? 

Mr. Ginspure. I think that might be accomplished, Mr. ( beanie 
by rewriting section 4 slightly to provide 

Mr. WituiaMs. I understs und that it would take some amendments, 

Mr. Ginspura. Yes; it would. You would have to change that 180 
days to 1 year, and in addition there would have to be a reference to 
the authority of the carriers which would be continued. I would 
think it should read, “any air carrier which received a certificate or 
exemption as a supplemental air carrier under 9744 or 1496 should be 
continued for the period of time. The period of time should be ex- 
tended and, in addition, the requirements of operation during that 
14-month period which I previously referred to should, also, be elimi- 
nated, but it could be done, and we would be pleased to submit a pro- 
posal along those lines drafted in just the form that we think that 
could be used. 

Mr. Witt1ams. Would you like to comment on that, since Mr. Bur- 
well is not present at the moment ? 

Mr. Yates. We would like to submit a proposal along the lines as 
mentioned by Mr. Ginsburg. Perhaps the Congress would like to 
extend the operation authority to those that have been issued certifi- 
cates, those who have been issued exemptions, but in no way to destroy 
the Civil Aeronautics Board’s way of regulating these people in any 
event. 

Mr. WiuiiaAMs. In other words, what I had in mind was more or 
less stopgap legislation ? 

Mr. Yares. I understand. 

Mr. WituiAms. Until the Congress can take a further look at it. 

Mr. Grxsrure. I think that would hold it until the C ongress could 
consider this matter. It could, also, obviate the authori ity of the 
Board to issue authority of any kind, which is quite a question now 
because of the two decisions of the U.S. Court of Appeals, in the Dis- 
trict of Columbia, the one in 1956, and the one in 1959 or 1960. 

Mr. Witu1ams. Then the granting of the grandfather rights is not 
absolutely essential to the continuation of this industr y at the present 
time ¢ 

Mr. Grinspure. Of course, I cannot speak for Mr. Burwell, who is 
not here at the moment, but it would be my own opinion that if such 
stopgap legislation were adopted by the Congress at this session that 
that would be sufficient to maintain the status quo until the Congress 
has sufficient time to consider the problem and to conduct the type of 
hearing which it wishes to do, and then adopt the final legislation. 
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Mr, Witt1aMs. I do not think that the committee would want to see 
this industry suddenly destroyed as, apparently, it would be, if I 
interpret the testimony which has been given thus far in the record. 
At the same time, I do not think that the Congress would be willing to 
nove into such a complex matter at the risk of taking hasty action. 

Does that complete your testimony 4 

Mr. Ginspura. Yes, it does. I want to thank you, Mr. Chairman 
and members of the committee, for giving usthistime. __ 

The prepared statement of Roland E. Ginsburg, with attached 
proposed bill, follows :) 


STATEMENT OF ROLAND E. GINSBURG, ATTORNEY, ON BEILALF OF TRANS-ALASKAN 
AIRLINES, INC., CURREY AIR TRANSPORT, LYD., AND GREAT LAKES AIRLINES, INC. 


Iam a member of the law firm of Keatinge & Older, engaged in the practice 
of law in Los Angeles, Calif. Our firm represents the interests of Trans-Alaskan 
Airlines, Inc., Currey Air Transport, Ltd., and Great Lakes Airlines, Inc., before 
this committee. 

Captain Herman, of Great Lakes Airlines, Inc., has filed a separate statement 
outlining the background and operations of Great Lakes Airlines, Inc. I will 
priefly outline the background and operations of Trans-Alaskan and Currey. 


TRANS-ALASKAN AIRLINES, INC. 


Trans-Alaskan has engaged in air transportation operations since 1947, when 
it was first licensed by the Board. This company has always enjoyed an excel- 
lent reputation as an operator of domestic and overseas flights, first as a non- 
scheduled or large irregular air carrier, and now as a supplemental air carrier. 

Trans-Alaskan has a perfect safety record throughout its 13 years of operation. 
To my knowledge it has never been cited for a safety violation and has never had 
a fatal accident. Its record of compliance with the economic regulations of the 
Civil Aeronautics Board has always been good. However, the Board brought an 
action against the company in 1957, claiming that Trans-Alaskan failed to oper- 
ate revenue flights during a period of time in 1956 and 1957. This proceeding 
was later dismissed by the Board. 

The Board’s hearing examiner issued an initial decision in this case and made 
the following findings concerning Trans-Alaskan : 

“Since respondent (Trans-Alaskan) first became an irregular air carrier, no 
order has been issued against it by the Board for violation of the act or the 
Board’s rules or regulations with the single exception of Board Order No. E- 
10507 * * * where the respondent was ordered to cease and desist for failing to 
file certain reports with the Board.’ 

“Respondent has built up a sustantial investment in its property and business 
and has a substantial and valuable property right in its authority to engage in 
foreign air transportation. Since it received its letter of registration in the year 
1947, respondent has engaged in interstate and oversea air transportation on a 
considerable scale. No evidence was presented which would reflect adversely 
on the respondent’s operational record or its ability to provide service in either 
domestic or foreign air transportation.” 

Trans-Alaskan has been operating three DC aircraft on civil air movements 
(CAMS) and over various routes in an effort to diversify its operations in 
order to comply with the Board’s 10-trip regulation. The company has offered 
regular aircoach service between Miami, on the one hand, and New York, Phila- 
delphia, Detroit, Chicago, and St. Louis, on the other. It has also offered a true 
aircoach service on a regular basis between Burbank and Chicago, serving St. 
Louis and Kansas City. The company offers aircoach service between several 
cities on the West Coast and Chicago and New York. Recently the company 
leased a pressurized DC-6B aircraft and proposes to add Honolulu and Philadel- 
phia to the cities already served on its transcontinental routes and to serve Pitts- 





eaee cease and desist order (No. E-10507) was entered with the consent of Trans- 
Alaskan. 
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burgh from Miami. This will be done in order to obtain sufficient utilization 
for its aircraft while complying with the 10-trip restriction. 

Trans-Alaskan has 48 employees. During the year ended March 31, 1960, it 
earned more than $1,200,000 in gross revenue in the operation of more than 34 
million passenger-miles, all in true aircoach service or in CAM movements, The 
company has assets in excess of $370,000 and its net worth exceeds $65,000, 


CURREY TRANSPORT LIMITED 


Currey has engaged continuously in air transportation activities as a nop. 
scheduled or large irregular air carrier and subsequently as a supplemental air 
carrier since 1947, when it was first licensed by the Board. During the inter. 
vening 13 years, Currey has built up substantial experience in the performance 
of CAM flights for the Defense Department and charter and individual ticketeg 
flights as a common carrier. 

Currey presently operates one modern DC-—6B aircraft serving Burbank, Oak. 
land, and San Diego, Calif., Honolulu, Chicago, and New York City, on a regular 
basis on individually ticketed common carriage flights. The company hag 
operated its common carriage flights for some time with the single DC-6p 
aircraft. This was done to obtain a high utilization factor with the aircraft 
while at the same time insuring that the frequency of flights between any pajr 
of points does not exceed 10 flights per month. 

Currey earned gross revenues in excess of $1,600,000 during the year ended 
March 31, 1960, in performing more than 40 million revenue passenger-miles of 
service. As of March 31, 1960, the company employed 46 persons, owned assets 
in excess of $460,000, and had a net worth in excess of $100,000. 

Currey also enjoys an excellent reputation from an operational and compliance 
standpoint. The company has not been guilty of any safety infraction. In the 
economic regulatory field the Board has had but one occasion to make adverse 
findings involving the operation of Currey. In this instance the U.S. Court of 
Appeals, District of Columbia Circuit, has stayed the Board’s order. 

The company believes that its operational achievement and its proven record 
in the common carriage field entitles it to a supplemental air carrier certificate, 
The company desires that this committee favorably consider its qualifications 
to be a member of the group eligible for grandfather rights in the supplemental 
air carrier field. 

The air carriers we represent find it necessary to propose revisions to the bill 
submitted to this committee by the Board because the Board’s proposal would 
effectively put these carriers out of the business they pioneered and engaged in 
for 13 or 14 years. 

These three carriers filed applications with the Board and participated in 
the Board proceeding known as the large irregular air carrier investigation, 
docket 5132. The Board granted each of these three carriers interim operating 
authorizations to engage in business as supplemental air carriers on November 
15, 1955, in order E-9744. However, the Board did not grant supplemental air 
carrier certificates to these three carriers in this case despite their proven 
ability and experience in the supplemental air carrier field. 

These three carriers have petitioned the U.S. Court of Appeals for the District 
of Columbia Circuit for review of Board order K-13436, and the court has 
stayed this Board order insofar as it operates against Great Lakes, Currey, and 
Trans-Alaskan. The court proceeding is entitled Great Lakes Airlines, Ince, 
et al., Petitioners, v. Civil Aeronautics Board, Respondent, No. 15015 and con- 
solidated cases. 

The Board’s proposal in effect asks the Congress to resolve this court pro- 
ceeding against these three air carriers and to effectively foreclose their right 
to judicial review despite the fact that the court has indicated, by granting 
the stays, that there is a strong probability that these three air carriers will 
prevail in their appeals. The extensive experience and obvious capabilities 
and qualifications of Great Lakes, Currey, and Trans-Alaskan should be more 
than sufficient to resolve this issue the other way. The Congress should include 
these three air carriers in the grandfather class in the bill under considera- 
tion by this committee. 

It seems anomalous to include some operating supplemental carriers within 
the grandfather group and to exclude others, particularly where those excluded 
can make the showing of capability that these carriers can. If there is some 
thing morally unfit about these three air carriers then we ask, “What has the 
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Board been doing during the 14 years of their operation under Board regulation 
and surveillance?” 

In granting grandfather rights in the supplemental field, we believe the Con- 
gress should wipe the slate clean and include all the qualified operating car- 
riers. This is precisely what the Congress did in granting grandfather rights 
to the regularly certificated air carriers in 1938 when the Civil Aeronautics 
Act was adopted. 

Inquiry should also be made by the committee into the magnitude of the sup- 
posed violations committed by these three air carriers, before this committee 
could conceivably act on the Board’s proposal to exclude them from the grand- 
father class. 

It is clear beyond doubt that these three air carriers have conducted their 
operations well and that they have committed no air safety violations or vio- 
lations of a moral character. They are not even accused of imposing on the 
public in any way. The situation is quite the reverse. These air carriers have 
served the public and the public interest well and they continue to do so. This 
was done through pioneering true aircoach service and continuing to provide 
this service to the public in a way that few, if any, other supplemental carriers 
can even pretend to do. Moreover, this service is offered with modern pres- 
surized equipment, on regular, dependable flights at fares markedly below those 
offered as “aircoach” service by the scheduled airlines. 

The violations charged to these three air carriers are that they have performed 
flights in addition to those authorized by the Board. The Board’s contentions 
in this regard are directed primarily to the period prior to 1955 when the Board’s 
regulations concerning frequency were incomprehensible to the airline operators. 

The Select Committee on Small Business of the U.S. Senate has conducted 
extensive hearings and investigations into the activities of the class of carriers 
before this committee and the Board’s regulatory policies with respect to this 
class of carriers. We earnestly call to the attention of this committee the 
unanimous report of the Senate Select Committee on Small Business of 1953? 
as well as to earlier reports of this committee, where the Board was taken to 
task severely for the manner in which it had regulated the supplemental air 
earrier industry, which was then called the nonscheduled or large irregular 
carrier industry. The Select Committee on Small Business made the following 
statements and findings in its 1953 report. 

1. “Your committee is sympathetic with the situation the Board faced in this 
postwar period. The Board’s action in providing for letters of registration 
to these irregular carriers was an attempt to meet the economic demands of the 
time. However, your committee feels that the Board’s deviation from the 
certification procedures provided for in the Civil Aeronautics Act was un- 
fortunate. Your committee hopes that once the present problem is solved that 
the Board will grant all future permanent authorizations only through the 
procedures established in the act.” 

2. The committee added : 

“If the Board had not intended to let these airlines enter some type of com- 
mon carriage, it was the Board’s duty to warn these companies buying the large 
surplus aircraft. Instead, if the Board’s position had been clear from the 
outset and if a rigid enforcement policy had been maintained against violators 
of what it now interprets to be its policy, this industry would never have been 
created and Congress would not now be faced with the responsibility to see that 
an important segment of business did not become the victim of bureaucratic 
indecision.” 

3. The committee also found : 

“Your committee recommended that the Board rescind its regulation limiting 
nonskeds to three round-trip flights and eight round-trip flights a month which 
the committee described as wholly unreasonable. It was also recommended that 
the Board issue a temporary regulation permitting the nonskeds to fly suffi- 
cient flights to allow profitable operations and a figure of 14 or 15 flights a month 
was suggested as a minimum.” 

4. The committee made the following findings : 

“The Civil Aeronautics Board has instituted enforcement proceedings against 
a number of irregular carriers for flying too regularly, which, if successful, 
would put out of business the economically significant elements of this industry 
within a short time. 


_ 


*S. Rept. 822, 83d Cong., 1st sess. 
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“The Large Irregular case, which is destined to determine the future of theg 


carriers, has been in process almost 2 years and is expected to require at least | 


another 2 years before a decision can be made. At the present rate of enfores 
ment proceedings, there is considerable doubt how many of the irregular Car- 
riers will be in existence at the conclusion of the case to benefit from its findings 

“The Civil Aeronautics Board has failed to exercise sufficient ingenuity jy 
devising ways to integrate the irregular carriers into our air-transportatiog 
system.” 

5. The committee stated: 

“In March of 1953, your committee felt compelled to reassess the entire situs. 
tion. By that time, the Board had pending economic enforcement proceedings 
that would have eliminated the airlines that did 50 percent of the irregnla, 
common-carriage business. At the opening of hearings on March 31, Chairmap 
Fdward J. Thye pointed out that the committee had repeatedly asked the Cijyjj 
Aeronautics Board to work out a program that would permit these smal] cop, 
panies to live.” 

6. The committee made the following recommendation with respect to Great 
Lakes: 

“Frant temporary exemptions to the four or five irregular carriers or Zroups 
of irregular carriers to engage in a rigidly restricted route-type service,” 

The Board has never seen fit to follow the admonitions, much less the specific 
recommendations, of the committee of the Senate of the United States whic 
has inquired deeply into the matters before this committee today. The Board 
has persisted in ignoring the findings and recommendations of a duly constituted 
and highly informed committee of the Congress although the Board is nothing 
more than a creature of the Congress. 

The Board is continuing to disregard the mandate of the Senate Small 
Business Committee in the bill before us today for consideration, since the 
Board is still attempting to put the “economically significant elements of this 
industry out of business.” It is indisputable that among the most economically 
significant elements of this industry are the three air carriers which sponsor 
this statement. 

I have distributed along with this statement a draft of a bill which will 
effectuate the propositions which we have set out in this statement. I respect- 
fully request that the committee and its staff give consideration to our specific 
proposals which do not differ materially from the bill proposed by the 
from the standpoint of draftsmanship. 

We wish to make it clear to this committee that we do not oppose the Board's 
bill as such. What we do oppose are the exclusionary aspects of the bill. 

We ask the committee this question: Why should the Board be permitted to 
systematically exclude the most responsible and qualified operators in the 
supplemental field today? Even worse than this: How can the Board ask this 
committee and the U.S. Congress to rubberstamp this ill-conceived policy and 
make it the law of the land? Our proposed bill will correct, in some measure, 
the inequities contained in the Board’s proposal. 

Our bill will accomplish the following four objectives : 

1. Eliminate the requirement of operation by supplemental air carriers during 
the period January 28, 1959, to April 7, 1960, as proposed by the Board. 
Several of the supplemental air carriers are owned by individuals whose re 
quested transfers of their license authority have been pending before the Board 
for considerable periods of time without action, or have received Board 
approval only recently. 

Understandably, these supplemental air carriers may not have operated flights 
during the period requested. Moreover, Board order E-13486 imposed no re- 
quirement to operate while its predecessor order (E—)744, adopted Nov. 15, 1955) 
did contain such a requirement. 

2. Permit 10 additional supplemental air carriers to qualify to apply for 
certificates under section 401(d) (3) (ii) of the bill as proposed by the Board. 
These supplemental air carriers include four carriers whose applications for 
certificates were denied by the Board in docket No. 5132. These four carriers 
are the only operating carriers among the petitioners in this case. However, 
the U.S. Court of Appeals of the District.of Columbia Circuit has stayed the ef. 
fectiveness of Board order E-13436, with respect to these four supplemental 
air carriers. We believe that the court appeal of these four air carriers has 
considerable merit and that these appeals should not be foreclosed as contem- 
plated in the Board's proposal of April 28, 1960. In addition six supplemental 
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air carriers would be eligible to apply for certificates under section 401 (d) (3) (ii) 
whose applications for certificates before the Board have been reopened for ad- 
ditional hearings by the Board. The effect of including these 10 supplemental 
air carriers in the group eligible te apply for certificates under 401(d) (3) (ii) 
will be entirely consistent with settled congressional policy in granting grand- 
father certificates as in the case of the original grandfather certificates granted 
py the Civil Aeronautics Act of 193s. 

"3, This proposal also provides for temporary supplemental certificates of 5- 
year duration, commencing on the effective date of the proposed bill. The Board 
proposal provides for some 2-year certificates and some 5-year certificates, the 
period to commence January 28, 1959, the date the Board first authorized these 
supplemental certificates. : 

We believe that it would be preferable for all the certificates to be issued for 
the same period and for this period to commence on the date of enactment of 
the new legislation. 7 

If these provisions of the Board's bill are adopted, the 2-year certificates will 
expire approximately 6 months after enactment of the bill. 

I wish to thank the committee for making his time available to Trans-Alaskan, 
Currey, and Great Lakes. 


4 BILL To amend the Federal Aviation Act of 1958, as amended, to provide for a class of 
, supplemental air carriers, and for other purposes 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That section 101 of the Federal Aviation Act 
of August 23, 1958, as amended, is amended by redesignating paragraphs (32) 
and (33) as (84) and (35) respectively, and inserting therein two new para- 
graphs to read as follows: : : 

“(32) ‘Supplemental air carrier’ means an air carrier holding a certificate of 
public convenience and necessity authorizing it to engage in supplemental air 
transportation. 

“(33) ‘Supplemental air transportation’ means air transportation rendered 
pursuant to a certificate of public convenience and necessity which contains such 
limitations as to frequency of service, size, or type of equipment, or otherwise, 
as will assure that the service so authorized remains supplemental to the service 
authorized by certificates of public convenience and necessity issued pursuant to 
sections 40%(d) (1) and (2) of this Aet.” 

Sec. 2. Section 401 of the Federal Aviation Act is amended by adding to sub- 
section (d) thereof a new paragraph (3) to read: 

“(3) (i) In the case of an application for a certificate to engage in air trans- 
portation as a supplemental air carrier, the Board may issue a certificate 
authorizing the whole or any part thereof for such periods as may be required 
by the public convenience and necessity, if it finds that the applicant is fit, 
willing and able properly to perform the service of a supplemental air carrier 
and to conform to the provisions of this Act and the rules, regulations, and 
requirements of the Board hereunder. In determining whether an applicant for 
such a certificate is fit, willing, and able within the meaning of this paragraph 
the Board shall give consideration to the conditions peculiar to supplemental air 
transportation, including the nature of the public need found to exist and the 
extent of the obligation imposed on an air carrier engaging in such air trans- 
portation to provide the service authorized by the certificate. Any certificate 
issued pursuant to this paragraph shall contain such limitations as the Board 
shall find necessary to assure that the service rendered pursuant thereto will be 
limited to supplemental air transportation as defined in this Act. 

“(ii) If any applicant who makes application for a certificate for supple- 
mental air transportation within 30 days after enactment of this paragraph 
shall show (1) that it was issued a certificate under either order F-13436 or 
F-14196 of the Civil Aeronautics Board; or (2) that its application for a cer- 
tificate as a supplemental air carrier is now pending before the Board for con- 
sideration; or (3) that it was issued an Interim Operating Authorization as 
a supplemental air carrier by Board order E-9744, adopted November 15, 1955, 
and is a petitioner in the proceeding entitled “Great Lakes Airlines, Inc., et al., 
Petitioners v. Civil Aeronautics Board, Respondent,” No. 15015, and consoli- 
dated cases now pending in the United States Court of Appeals for the District 
of Columbia Circuit, and the said Court has stayed the effectiveness of Board 
order No, E-13436 with respect to such petitioner, the Board, upon proof of 
such facts only, shall issue a certificate authorizing such applicant to engage 
in supplemental air transportation in the manner authorized by order E—13436 
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and subject to the terms, conditions, and limitations contained in order E-1343¢ 
provided that the certificate authority to be granted hereunder shall also extend 
to service between Hawaii and the other States to the extent such service wa 
authorized pursuant to exemption authority issued under Board order E-974 
of November 15, 1955, and that for the purposes of these certificates the Stat 
of Hawaii shall be considered one point. The duration of each certificate 
issued by the Civil Aeronautics Board to engage in supplemental air trangpop. 
tation under this subsection shall be 5 years, commencing on the date of issu- 
ance of such certificate by the Board.” : 

Sec. 3. Subsection (e) of section 401 of the Federal Aviation Act is amende 
by adding the following text: 

“A certificate issued under this section to engage in supplemental air trang. 
portation shall designate the terminal and intermediate points only ingofg, 
as the Board shall deem practicable and may designate only the geographiea) 
area or areas within which service may be rendered. Nothing in this subgee. 
tion shall prevent the Board in specifying the service to be rendered under q 
certificate for supplemental air transportation from placing such limitations 
on such certificate as it may find to be necessary to assure that the services are 
limited to supplemental air transportation.” 

Sec. 4(a). Each supplemental air carrier qualified to receive a certificate 
under section 401(d) (3) (ii) may, for a period not to exceed 180 days from the 
date of enactment of this Act, perform operations as a supplemental air ¢ar. 
rier pursuant to the provisions and subject to the terms, conditions, and lip. 
itations provided in Board order E-13436. 

Sec. 4(b). Any application of an air carrier heretofore consolidated into the 
Board proceeding known as the “Large Irregular Air Carrier Investigation,” 
docket 5132, et al., shall be deemed to have been finally disposed of by the Board 
insofar as said application seeks authority to engage in interstate air trans. 
portation, (1) upon the effective date of a certificate of public convenience and 
and necessity issued to such carrier pursuant to the provisions of. section 
401(d) (3) (ii) of this Act; or (2) on the thirty-first day after the enactment of 
this Act, in the event such carrier is qualified to receive a certificate under see. 
tion 401(d) (3) (ii) and has failed to file application for a certificate pursuant 
to said section. 


Mr. Witurams. We will next hear from Mr. Coates Lear, of World 
Airways of Oakland, Calif. 


STATEMENT OF COATES LEAR, REPRESENTING WORLD AIRWAYS, 
OF OAKLAND, CALIF. 


Mr. Lear. Mr. Chairman and members of the committee, I am a 
lawyer in Washington and I represent World Airways of Oakland, 
Calif. I have, also, been asked to testify on behalf of Capital Air- 
ways of Nashville, Tenn. 

Taking the last one first, Capital Airways is one of the largest sup: 
plemental air carriers operating a fleet of some 14 or 15 C46 cargo 
aircraft, principally on domestic cargo operations under contract with 
the Air Force. And I might say that this contract is part of what is 
known as the work for the Air Force, in its air movement, established 
some years ago by the Air Force, which supplies all of the high prior- 
ity cargo to the domestic military Air Force installations, including 
all of the site bases. 

This service is operated at a round rate of 11 cents per ton-mile, 
which would be compared to the minimum airfreight rates of the 
large companies of some 20 cents per ton-mile. 

I make the point to illustrate the fact that No. 1 carriers such 
as Capital Airways are making a real contribution in the development 
of the freight business and, also, in the interest of national defense. 

I understand that it would be literally impossible for the Air 
Force to have this expeditious service that, incidentally, is operated 





at 
co 


al 


M 
80 


Yr 
m 


at i ._ a Gi 


~~ —  ——- | 





436, 


tend 
Was 

4 
tate 
Cate 
por- 


SSul- 
ded 


ins- 


ate 
the 
ar- 
im- 


the 
rd 
ns- 


nd 
on 


SUPPLEMENTAL AIR CARRIER CERTIFICATES 91 


at lower rates than rail and express rates, if they had to rely on the 
common carrier service, such as that provided by the large airlines. 

In addition, Capital Airways operates a fleet of five Constellation 
aircraft in both the domestic and oversea fields. ve 

The main source of revenues of these planes is in contracts with the 
Military Air Transport Service. In that deal we have operated for 
some time, and it varies in the rates from 2.5 to 3 cents a mile, 
that is, a passenger mile, and that should be compared to the average 
rates for the big airlines which are in the area of about 6.6 cents per 
mile. 

In other words, our rates are less than one-half of the effective rates 
of the large airlines. ' 

We have also engaged rather extensively in the charter market. 
This year we expect to have some 17 transatlantic charters hauling 
schoolteachers, various social organizations, church groups, and, gen- 
erally speaking, the low-income groups who cannot afford transpor- 
tation on the high-priced airlines. 

Our status of continuing, for example, in the transatlantic charter 
business depends upon the continuation of our supplemental air car- 
rier operating authority. Without that authority we would have 
no basis for seeking individual permission from the Civil Aeronautics 
Board to operate the transatlantic flights. 

Capital Airways has, also, from time to time engaged rather ex- 
tensively in what is called in the industry the common carrier service. 
What people mean by that is individually ticketed service. We have 
engaged in that service principally between Chicago and Detroit and 
New York, on the one hand, and Miami, on the other hand. 

In that connection, I think it should be emphasized that, generally 
speaking, the supplement carriers have to operate at times when it is 
literally impossible for passengers to obtain accommodations over 
the regularly established airlines. The economics of the business 
simply dictates that that be done. 

Turning to World Airways, this company is, also, one with a 
diversity of experience, operating a common carrier service between 
New York and Puerto Rico, between New York and Miami. They have 
operated an extensive military contract with the Air Force in the 
Far East which lasted about 3 years, wherein they were rated by 
the Air Force as one of their most efficient contractors. 

In reliance upon these certificates, World Airways has recently con- 
cluded an arrangement for expanding its fleet of aircraft within the 
next 2 weeks when it expects to have four DC-6A’s and all of which 
will be assigned to the so-called CAMS which is, doubtless, as you 
know, one of the principal sources of cargo aircraft for use by the 
military in the event of an emergency. 

Mr, Burwell, before he left, asked me to comment on a question 
that came up this morning, Mr. Chairman, about the safety record 
of the supplemental carriers as opposed to the large air carriers. 
I have before me, and I would like to present it to you for the record 
this pamphlet. 

Mr. Witttams. We will accept that for the files. 

(The document referred to, entitled, “The Advance in Air Safety,” 
will be found in the files of the committee.) 
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Mr. Lear. I just want to make it a part of the files, which will be 
perfectly satisfactory. I would like to make one very brief point, 
If you will refer to page 27—admittedly, it is not quite up to date— 
it was supposed to have been published in May 1958—but I do think 
that it is significant, and the statement reads: 

The supplemental (as distinguished from scheduled) airlines have flown with. 
in and beyond the U.S. borders for more than 2'4 years without a single 
fatality—more than 2% billion passenger-miles. 

And since that time, Mr. Chairman, I do not recall that there has 
been any fatalities, that is, passenger fatality, in the supplemental air 
industry. 

Mr. Burwell mentioned one case where someone was killed. That 
may or may not have happened during this last period. My point 
is that no matter how you compare it, the fact remains that the 
safety record of the supplemental air carrier industry is better than 
the safety record of the members of ATA. 

Mr. Wits. Is that on a passenger-mile basis ? 

Mr. Lear. Yes, sir, or on any basis that you want to use. You 
cannot be better than perfect, and we are so close to perfect that J, 
certainly, think that is a fact. And if the chairman would like, ] 
would like to bring these figures up to date and to submit. that in- 
formation for the record. I do not think there is any point debating 
the matter. It is just a plain fact. 

Mr. Wiiu1aMs. If you desire to do so, all right. 

Mr. Lear. Mr. Burwell, also, asked me if I would be kind enough 
to try to introduce into the record photographs that I have here as 
part of the record in docket No. 5132. 

Mr. Wuu1ams. There is no way to include these in the printed 
record. They will be made a part of the file. 

Mr. Lear. If they could be put in the files of the committee— 

Mr. WiLLiAMs. They will be put into the files of the committee. 

Mr. Lear. That will be fine. 

(The photographs will be found in the files of the subcommittee.) 

Mr. Wiu1ams. What is this? 

Mr. Lear. This is a portion of the record in the so-called Large 
Trregular Air Carrier Investigation which started right after Labor 
Day in 1951 and is still going on. The hearings will reconvene in 
Miami on.June 21. This is just a portion of that record. 

I heard it said that it was the largest record in any administrative 
case of record. I do not know whether that is true or not. It is 
something over 100,000 pages. 

It was on the basis of this record that the Civil Aeronautics Board 
found these to be qualified. 

I would like to make this one point and then I will be quiet. 

I want to comment on Mr. Tipton’s statement to the effect that the 
Board is trying by this legislation to adopt a new standard of fitness 
with respect to supplemental air carriers as opposed to so-called 

certificated air carriers. Nothing could be further from the truth. 
The plain fact of the matter is that the standards of fitness vary 
from case and from time to time. The first case I ever worked on 
for the Civil Aeronautics Board was a case involving the National 
Airlines from Jacksonville to New York City. It began in 1941; I 
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was employed by a law firm representing them. National Airlines 
had three 14-passenger Lodestar aircraft at that time. It was prob- 
ably smaller than any supplemental air carrier in this room today. 
Obviously, these standards that the Board could use in that case to 
certificate National Airlines to operate that very important route, 
that is, route No. 31, which runs from New York down to Miami, via 
Jacksonville and other intermediate points, was different from the 
standards which they have used today in judging even the supple- 
mental air carrier. In other words, the supplemental air carriers 
have had to show that they were better qualified, in fact, than any of 
the so-called grandfather carriers, who were automatically certifi- 
cated by the Board. Pri fe ; 

Capital Airways, for instance, is a larger company than Eastern 
Airlines was right before World War II. Yet Eastern, at that time, 
was one of the big four, and it continued to be one of the big four. 

If you cannot determine whether people are fit, willing and able 
after 100,000 pages, and 4 examiners and 8 Board members, not 5, but 
8 Board members, decided this case at different times, with 2 ex- 
aminers, who decided on 2 different occasions, then you will never be 
able to find who is qualified to be in this business. 

That is all 1 have to say. 

Mr. Wru1aMs. Do you have any questions? 

Mr. Sprincer. No. 

Mr. Wituiams. We thank you very much. 

Our next witness is Mr. Ralph Cox, Jr., president, United States 
Overseas Airlines, Inc. 


STATEMENT OF RALPH COX, JR., PRESIDENT, UNITED STATES 
OVERSEAS AIRLINES, INC. 


Mr. Cox. On behalf of United States Overseas Airlines, Inc., and 
myself as president, I wish to express appreciation to the members of 
this committee for the opportunity to be heard in full support of H.R. 
7593 and the amendments requested by the Civil Aeronautics Board. 
To emphasize the importance attaching to this hearing, USOA and 
all other supplemental air carriers can assure you that over a period 
of some 14 years, our segment of the air transport system has not en- 
joyed 1 single day of operating authority which was not subject to 
the chaotic uncertainties of court appeal and complicated phases of a 
mammoth proceeding before our regulatory agency. That USOA 
and other members of this class have survived and prospered in the 
performance of true supplemental service, despite legal and economic 
attrition and lack of certification, bespeaks the soundness of the Civil 
Aeronautics Board’s decision in 1959 and proves our public need. 

I believe that my background and the circumstances leading to my 
entrance into the field of supplemental air transportation are fairly 
typical of others in our industry. In fact, as the Board has found, 
the supplemental industry was born of a public need following cessa- 
tion of hostilities of World War II. It was during the period of 
awakening that air transportation had its start insofar as the average 
traveler was concerned. Thus, with the advent of aircoach travel. in- 
augurated by the supplementals, a new era in air transportation 
began. USOA was one of those early beginners which stepped in to 
fill a public and military need. 
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My background in aviation dates from 1939 when I entered the U.g 
Navy as an aviation cadet. Following my discharge from the Navy, | 
served with American Export Airlines, Inc., as navigator, second offi 
cer, and first officer and with American Overseas Airlines, Inc., in the 
capacity of captain. 

Jn January 1946, I entered the field of irregular, now supplemental] 
air transportation with the purchase of one-half interest in the lease 
of a C-47 transport aircraft. That same year I purchased a C54 
aircraft from the War Assets Administration, which I had eop. 
verted to passenger configuration. It was in November 1946, that 
I conducted my first independent flight from New York to Arabig 
under charter to the Arabian American Oil Co. Expansion of opera. 
tions continued over the ensuing years during the course of which we 
took on additional equipment and established a complete maintenance 
base at Wildwood, N.J. 

My company was initially known as Ocean Air Tradeways. United 
States Overseas Airlines, Inc., was incorporated in 1950. Since that 
time, although our operations have remained based in Wildwood, 
N.J., USOA has conducted its operations all over the world. Since 
its inception, I have continually served USOA in responsible ex- 
ecutive positions, first as president, then as executive vice president, 
and, since August of 1959, again in the capacity of president. During 
this time the carrier has experienced a steady rate of growth. 

United States Overseas Airlines, Inc., currently employs more than 
500 people, including management, flight personnel, maintenance 
crews, field operating personnel, and airport and city ticket-sales 
people. Our fleet of DC-6 and DC-4 aircraft spans the globe in the 
performance of charter and individually ticketed air transportation in 
both military augmentation and commercial operations. We have 
ticket offices and airport facilities at such major points as New York, 
Chicago, Detroit, Miami, Dallas, Los Angeles, San Francisco, Hono- 
lulu, Guam, and Okinawa. 

Our airline was one of the first to answer the call during the his- 
toric Berlin crisis and responded with equal effectiveness in the Korean 
conflict. United States Overseas Airlines is a member of the Civil 
Reserve Air Fleet and has committed its equipment to the Govern- 
ment for use in time of a national emergency. 

Up to this time, USOA has expended thousands of dollars in the 
legal pursuit of a permanent form of operating authority to issue 
from the Civil Aeronautics Board. At this point, we can only ex- 
press our extreme dismay at the recent decision of the U.S. court 
of appeals rendering virtually useless our 8-year effort, and reducing, 
in effect, our operating authority to its hectic posture of the 1940's. 
We are gratified that Congress has taken cognizance of our plight and 
we appreciate your interest in seeking ways and means of coming to 
our aid in this busy session. 

Mr. Chairman, I want to emphasize that the flexibility of our pres- 
ent varied operations is the only possible means through which our 
fleet may be maintained and expanded to supplement the demands of 
the general public and accommodate the needs of the military; there- 
fore, we must make full use of our diversified 10-trip authority and 
charter rights in order to maintain our economic stability and growth. 

We must make full use of such avenues of revenue as military and 
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civilian charter flights, which have included such recent examples as 
the transportation of 467 | S. Air Force Academy third and fourth 
ear cadets at one time from Colorado Springs to New Y ork; the mem- 
rs (over 300) of the senior oflicers class of the Armed Forces Staff 
College from Norfolk, Va., to Cherry Point, N.C., and the Hungarian 
refugees to havens all over the world during the Communist purge of 
Oo . 
Tice teuently USOA has performed numerous commercial charters 
for well-known domestic business firms and is currently engaged in the 
rformance of a steady flow of tours to our new State of Hawaii at 
rates readily available to the general public. USOA, together with 
other supplementals provided in excess of 20 percent of the total 
assenger transportation to Hawaii in 1959—all at rates attractive to 
the average traveler and geared to generate and stimulate air 
travel. During the imminent summer season [ SOA and other supple- 
mentals will carry hundreds of commercial charter trips to Europe and 
other foreign points. ‘These charters will comprise student and study 
groups, choral societies, general business clubs, and a wide variety of 
qualified groups which otherwise could not afford such a trip. 

USOA is the holder of the U.S. Navy Quicktrans contract which in- 
yolves the full-time utilization of eight of our cargo aircraft. 

Our convertible aircraft which are used on our limited passenger 
route service are such that expandable cargo space is utilized on nearly 
every trip with fill-in shipments produced through our business rela- 
tionships with the Nation’s domestic and international airfreight for- 
warders. Thus, by this method our pressurized aircraft operations 
combine passenger and cargo movements—all possible through full 
exploitation of our versatile authorization. 

Mr. Chairman, our airline fulfills a public need. This is manifest 
from our actual operating statistics. Thus, our captains have ac- 
cumulated a total flying time in excess of 390,000 hours in diversified 
operations throughout the entire world. During the year 1959 our 
total miles flown amounted to 6,795,640. Our revenue passenger-miles 
were 206,000,350 out of a total in excess of 286 million available seat- 
miles. Throughout the same period we transported 170,719 passen- 
gers, both civilian and military, to points all over the world, 

Mr. Chairman, a supplemental airline is unique in that it is a com- 
ponent of the only commercial ready reserve air fleet in this country. 
These carriers are in the air day and night—week in and week out— 
month in and month out—year in and year out. There are over 100 
aircraft, in our industry, including DC-8, DC-4, DC-6, C-46, 1049 
Constellation, and Boeing 377’s. These aircraft are manned by highly 
qualified pilots and crews—not restricted to fixed or routine-type op- 
erations. 

May I, at this point, present to the committee, a typical example of 
the experience and qualifications of the average supplemental aircraft 
pilot in command. 

He flew in World War II and the Korean hostilities as an air trans- 
port or Naval Air Transport Service pilot. This duty took him to all 
parts of the world and conditioned him to extremes in exercising his 
expert pilot capabilities. He is presently a commissioned Reserve 
officer. He has current pilot certification of the highest order, recog- 
nized and authorized by the FAA and CAB. He is a qualified line 
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check pilot and transition instructor. He is, more often than not, 
combination pilot, navigator, engineer, and dispatcher. In these 
pliant capacities he exercises his unique training proficiently whey 
facilities might not be adequate or aircraft maintenance and nay 
tional aids might be lacking. He is capable and employs his capa. 
bility in the day-to-day transportation of cargo, ranging from ship- 
ments of live monkeys to highly technical assimilation and transport 
of vaccine such as hoof and mouth disease serum to distraught Cattle 
areas over the world. His range of passenger service finds him ep, 
ploying his flexible talents to assignments varying from a coordinated 
movement of the U.S. War College classes to the provision of some 
90 percent collectively of the total required airlift for the summer 
Reserve training programs for all the armed services. He partici. 
pated in such emergency situations as the Berlin and Korean agip. 
lifts—and was responsible, in large part, for the lift requirements 
necessary to the construction of the Western Hemisphere DEW ling 
in the Arctic. He has the versatile ability to operate into and out of 
areas and airports—remote and unfamiliar. In other words a sup. 
plemental air carrier pilot in command, based upon his flexible ‘up a- 
bilities, can successfully and efficiently fly from any area or airport to 
any other area or airport, without further instructions except the 
carrier’s original order to proceed from place to place. He needs only 
gas, oil, and a capable aircraft. , 

United States Overseas Airlines desires to continue its part in the 
progressive development of this vital segment of the Nation’s air 
transport system. But to do so requires unequivocal license for the 
full range of authority found by the Civil Aeronautics Board to be 
in the public interest. Freed from the day-to-day harassment and 
the economic attrition of the longest administrative proceeding in the 
annals of law, our industry, with assurance, can foresee new vistas 
to be pioneered in this still infant field of commercial air transpor- 
tation, Wherefore, we ask your earnest consideration and favorable 
action on H.R. 7593 and the amendments suggested by the Civil 
Aeronautics Board. 

Mr. Wittrams. Does that conclude your statement ? 

Mr. Cox. Yes, sir. 

Mr. Witi1ams. Mr. Springer, do you have any questions? 

Mr. Sprincer. I noticed that the preceding gentleman said that 
they carried cargo at, practically, 11 cents per mile—is that about 
right ? 

Mr. Cox. I believe so. We have had similar experience. This mili- 
tary cargo for the Air Force or Quicktrans for the Navy is carried at 
this price of approximately 11 cents a ton-mile. 

Mr. Sprrncer. How much do the ATA carriers charge; 20 cents a 
mile? 

Mr. Cox. The tariff varies, of course, on the amount in the package. 
In excess of, say, 2,000 or 3,000 pounds the rate becomes lower, but let 
me think a second—I would have to check the commercial rates, but 
they are considerably higher than that. I would say two or three 
times than that. 

Mr. Sertncer. How do you account for that ? 

Mr. Cox. Well, of course, this is based on military contracts. The 
11-cent-a-ton-mile. And that isthe maximum load. 
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Mr. Serincer. Is that because you say you carry at just the time 

you want to, whereas the regular carrier has to make a scheduled 
run é i 5 as ; 
Mr. Cox. No. You see, the statistics of 11 cents a ton-mile, a sched- 
wed operation set up by the mililtary. And through competitive bids, 
the price and the method of operating and the efficiencies that we 
were able to inaugurate have reduced this price down to that. 

Mr. Sprrncer. Now, on 

Mr. Cox. In other words, we don’t have to solicit that business. 
They give you so many tons and you move it from here to there and 
there, you see. 

Mr. Sprincer. So much per pound, per ton, or how ? 

Mr. Cox. It is so much a mile, per airplane-mile flown, but you 
have got to guarantee a certain tonnage. Now, on our contract we 
have got to guarantee 10 tons capacity, 20, 100 pounds. : 

Mr. Sprtncer. That is the reason, isn’t it, that the scheduled air 
carriers can’t carry it any cheaper than that ? 

Mr. Cox. Well, I don’t think this statistic of 11 cents is intended to 
show that they can’t do it. It simply indicates that because of our 
competitive position and our pioneering in this airfreight, we were 
able to now lower the price to that figure. In other words, there is a 
factor that we don’t solicit this military contract day to day. It is 
granted. oes 

Mr. Sertncer. Well, for instance, would the regular air carriers 
solicit that ¢ 

Mr. Cox. They often bid on it. It so happens that we have been 
the low bidder in all these cases. 

Mr. Sprincer. Now, just take your line as an example. Last year 
your total gross revenue was how much ¢ 
* Mr. Cox. Approximately $12 million. 

Mr. Sperincer. Now, how much was your total gross revenue re- 
ceived from the military for all purposes, carrying passengers and 
cargo ! 

Mr. Cox. Approximately $4.5 million, perhaps. 

Mr. Sprincer. In other words, roughly a third. 

Mr. Cox. It would range a third to a half. 

Mr. Sprincer. A third to a half. What you really are, then, you 
are sort of a specialist in this field; isn’t that correct ? 

Mr. Cox. We have become specialists in military business primarily 
because that has been the field that has most readily available to 
us. In other words, we have no restrictions on us for military traffic. 
There are no restrictions on numbers of flights or anything like that. 

Mr. Witi1ams. What type of heavy freight do you carry for the 
military ? 

Mr. Cox. Heavy freight? I looked at a load the other day. It 
varies from cement to steel bars, to electronic equipment. It is just 
a complete cross section. 

Mr. Witi1ams. What is the biggest haul by air? 

Mr. Cox. I don’t know, sir, but we haul a varied example of freight. 
It requires heavy loading forklifts at each station. 

Mr. Sprinarr. Would you say that there are how many of these 
supplemental airlines, of any size, a dozen ? 

Mr. Cox. How many are now on this type of an operation ? 
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Mr. Springer. Yes. 

Mr. Cox. I would say there are about five or six that are involyeq 
quite heavily in this type. 

Mr. Sprincer. How many are there all together ? 

Mr. Cox. There were 23 certificated in 1955. 

Mr. Serincer. Are there that many—— 

Mr. Cox. Recommended. 

Mr. Sperincer. Are there that many operating now ? 

Mr. Cox. I would have to check. Again, I think most of them ar 
operating. 

Mr. Serincer. But you would say five or six of them are doing 
most of the loading, most of the carrying ? : 

Mr. Cox. Without further checking statistically, I would say five 
or six probably are carrying 

Mr. Sprincer. Are carrying what percentage of the total / 

Mr. Cox. I would prefer to doublecheck that, sir. It would just be 
a rough guess as to the total. I believe Trans-Ocean grossed $23 mij. 
lion last year. I saw that somewhere. So they are considerably 
larger than we. ; 

Mr. Sprincer. And you say a third toa half of this is for military} 

Mr. Cox. I think so; yes. , 

Mr. Srrrncer. In other words, then, of the ones that are carrying 
the big freights, a third to a half comes as a result of Government 
contracts. 

Mr. Cox. I wouldsay so. In certain categories. Some of the small- 
er ones, perhaps a little more. 

Mr. Sprincer. I presume from this testimony, then, unless you had 
those contracts, you would cease to exist. 

Mr. Cox. I would not say that, but I would say this: It is some- 
thing like a balanced diet. We need and want and desire to cultivate 
the CAM market, the MATS market, the charters and the common 
carriage individually ticketed in order to actually serve and carry out 
our mission, which has been pointed out, the CAB found to be our 
mission, and they feel that we have a needed place public-need-wise 
basically because we comprise competition yardstick of catalytic agent, 
you might call it, in the entire field, and in order to stay in business, 
we have got to have and diversified the way we have attempted to do, 
and I think we are succeeding in doing it. In other words, if we said, 
well, he is just a military operator, we would not be in a position to 
furnish the public needs. We have got to be there when the need 
arises. 

I am thinking now of the individually ticketed people, let us say to 
Florida, during the height of the season. At that point several of 
the—at least it has been so—supplementals will set up flights to and 
from Miami. In other words 








Mr. Sprincer. And during those months, we'll say December, 
January, February, and March, maybe April, will you contract with 
Eastern ¢ 

Mr. Cox. With which? 

Mr. Sprincer. With Eastern. 

Mr. Cox. Well, we would, but I don’t think Eastern would contract 
with us. 








tA 


Olved 


are 
olng 
five 
st be 
mil- 
ably 
ry! 


ing 
lent 


lon 


SUPPLEMENTAL AIR CARRIER CERTIFICATES 99 


Mr. Sprincer. In other words, they have never contracted with 
you; isthat it? ; 

“ Mr. Cox. No; but we do have interline agreements with some of 
the other scheduled carriers. 

Mr. Sprincer. With whom? 

Mr. Cox. We have an interline with Northeast, with Lufthansa, 
with SAS, with Avianca. 

Mr. Sprincer. Are those flights to Europe ? 

Mr. Cox. Those last carriers I have mentioned are foreign carriers. 

Mr. Sprincer. Yes. I noticed. Are those contracts to Europe and 
return ? 

Mr. Cox. Well, when I say interline agreements, we can sell tickets 
over their routes and they over ours. 

Mr. Sprincer. What I am trying to get at, do you also contract 
to carry passengers ¢ 

Mr. Cox. We have on occasion; yes, sir. We carried passengers 
from Jamaica for British Overseas Airlines to London on several 
occasions. 

Mr. Sprincer. But you don’t carry under any contract arrange- 
ments with any air carriers within the continental limits of the United 
States. 

Mr. Cox. We do not, but I would like to say this. We could and 
we would. But up until this point there hasn’t been that coordina- 
tion or cooperation between the large trunk carriers and our carriers. 

Mr. Sprincer. Thank you, Mr. Chairman. 

Mr. Witu1AMs. I ask this question not so much in connection with 
the legislation before us but more to satisfy my curiosity than any- 
thing else. 

Just how extensive are these shipments by the military of cement 
and bulk commodities by air? 

Mr. Cox. Well, I don’t think they are too extensive. I was think- 
ing, for instance, on the DEW line, we carried nothing but cement 
for about 2 months. That was a separate—no other means of that. 

Mr. WituraMs. No other means of getting it there. 

Mr. Cox. I think the basic—most of the freight they put aboard 
is the type of freight that is adaptable to air shipments, but I men- 
tion that because they have put almost everything on the airplanes 
at one time or another, and I hardly think you could name a category 
in airfreight that we haven’t carried for the Navy. 

Mr. Witu1ams. Of course, that would be a matter for the Appro- 
priations Committee to look into. 

Mr. Cox. Yes. 

Mr. Witx1ams. I presume they have looked into it. If they haven't, 
I think they certainly should. This budget is already, I think, at a 
maximum—as high as it can be. 

I want to ask you one question, though, that does relate to this bill. 
If legislative action is not taken at this session of Congress, what will 
nape to your airlines? 

r. Cox. I think we would have to stop operating and let every- 
body go. For instance, we did offer $5 million in individually ticketed 
passengers last year, 1959. We have about 27 or 28 groups from the 
eastern seaboard to Honolulu. 
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Mr. WiLiy Ams. Would you have to give up your freight operations 
as well as others 

Mr. Cox. I ‘lon't believe this would necessarily affect the freight 
operations. It depends, then, on whether the Defense Department 
would want to contract with a carrier that in effect is illegitimate. We 
have gone through a terrible ordeal of carrying a load of- the stigma 
of not being anything, you might say. We are not—we don’t belong 
any place, it seems, until this certification. 

Mr. Witi1ams. You operate under exemption. 

Mr. Cox. Up until the certification came we were under exemption, 
That is a very tenuous thing. You go to a banker to try to borrow 
some money for new equipment. He s says, “What is your operating 
authority ? » We say We have an exemption. He doesn’t want to talk 
to you. It is very difficult even to—even just psychologically in your 
dealings with the general public and ticket agencies and travel agen- 
cies, without Government approval, and we think we have earned i 
we are in just an almost impossible situation. That is what j 
amounts to. 

Mr. Wittrams. Do you have any more questions ? 

Mr. Sprincer. No. 

Mr. Witttams. Thank you very much, Mr. Cox. 

I believe that completes the list of witnesses we had scheduled. I 
understand there are others here who have made a late request. 

Jerrold Scoutt? 

Mr. Scourr. Yes, Mr. Chairman. TI have a very brief comment T 
would like to submit, if I may. 

Mr. Witirams. All right. 


STATEMENT OF JERROLD SCOUTT, LEAR & SCOUTT, 
WASHINGTON, D.C. 


Mr. Woiu1AMs. W ho do you represent 

Mr. Scourr. California Eastern Aviation, Inc. I am an attorney 
with the firm of Lear & Scoutt. Our offices are here in Washington. 
And the comment I would like to make relates to the suggestion of the 
Civil Aeronautics Board that there be incorporated into this legisla- 
tion a “grandfather.” That requires a carrier in order to be eligible 
for the grandfather certificate to have conducted operations during 
a specified time. 

I would urge that that requirement be eliminated. I would like to 
point out to you that apparently it is copied from similar language 
that we used in 1938 with the domestic trunks, similar to what was 
used for the local service carriers in 1955, simil: ar to what again was 
used in 1956 for the intra-Alaska, intra-Hawaii areas, and ‘also em- 
ployed for the States-Alaska carriers when they were granted the 
grandfather privilege. 

But, all o these « cases involve companies that had obligations to 
perform service. ‘That is not true, of course, with the supplemental 
carriers. The client that I am speaking for is in a rather unique 
position because prior to January 1959, when the Board issued its 
major decision creating this class, California Eastern had no economic 
operating authority whatever. And yet in this decision the Board 
found this company one of the best qualified of the entire group, yet 
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it would not be qualified for a grandfather certificate under the legis- 
lation proposed by the CAB because it has not conducted operations 
during the period in question. | 

Now, as you will recall, since the Board order in January 1959 
this case has been in constant litigation, both at the Board and in 
court. It seems to us that this company should not be penalized for 
its decision not to inaugurate service until this matter is completely 
settled. At the present time it is in the process of trying to transfer 
its certificate. This has received tentative approval from the Board 
that this program would be jeopardized if there were not some relief. 

Mr. Wiuu1ams. What yardstick would you suggest ? 

Mr. Scour. I would suggest simply in lieu of the requirement that 
there be operations during a period of time, that in order to be 
qualified for a grandfather certificate, a company would have to 
show simply that it had been issued a supplemental certificate by the 
CAB and that this has not been revoked or terminated prior to the 
Board’s decision in connection with its application, 

Mr. Sprincer. What about those that do have a certificate and, we 
will say, have operated and now cease operations / 

Mr. Scourr. Well, whether or not they should be continued in busi- 
ness is a matter that could be regulated by the Board by the issuance 
of temporary certificates. And there is no need—— 

Mr. Serincer. Did you say the one you represent has not flown any- 
thing on any routes / 

Mr. Scourr. Not pursuant to the supplemental certificated author- 
ity. Asa matter of fact, it is the only one in the entire group that is 
so situated. Everyone else that now is a supplemental carrier had 
some kind of operating authority before the CAB decision in 1959, 
January. : 

Mr. Witi1ams. You mean your concern has never operated air- 
craft ? 

Mr. Scoutr. It has operated them in the past. It terminated, but 
not as a supplemental carrier. It was an irregular carrier operating 
as an exemption many years ago, but their service had terminated 
prior to the Board’s decision. It was reversed by the Court of Ap- 
peals. It alone seems to be in a position where its grandfather rights 
will be jeopardized by the language suggested by the CAB. 

simply wanted to call to your attention this which seems to be a 
hardship case to us. 

Mr. Sprincer. Mr. Chairman, there is one point that isn’t clear. 
Everybody has talked about the U.S. Circuit Court of Appeals, but 
what has been done with the Supreme Court ? 

Mr. Scoutrr. Nothing as of the present time. It is my understand- 
ing that petitions for certiorari will be filed. It is a question, of 
course, whether the petition 

Mr. Sprincer. When? 

Mr. Scourr. Maybe somebody else could tell me the date. 

Mr. Burwett. Mr. Springer, it is my understanding that the cireuit 
court gave a stay until June 4 or 5. Those of us as lawyers that have 
been interested in it don’t think there is a 1-percent chance that the 
Supreme Court will grant certiorari and reverse the circuit court 
unless the Solicitor General signs it and takes it up, which, of course, 
as you know, increases your chances considerably. 
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Mr. Serincer. Has he refused to sign ? 

Mr. Burwewu. He has not yet refused, but he has not yet done 80, 
according to my latest information. So we are in a very tenuous 
situation on what we are going to do June 4. No decision has been 
made. I assume as merely : a procedural means of prolonging | in some 
way the effective ability to operate for a month or two in the summer 
until the Supreme Court could get around, I suppose we have to peti- 
tion and take on a lot more legal burden just to extend it beyond June 
5. Otherwise we immediately are outlaws. 

Mr. Springer. Now, I am trying to get this straight. Do you meay 
that you don’t think that your case w ill stand up when you got to the 
Supreme Court ? 

Mr. Burwe tv. I am judging, Mr. Springer, on perhaps inexact 
figures, but it is my understanding that the Supreme Court. takes less 
than 5 percent of the cases put in for certiorari, and I don’t like to 
prejudice our arguments in advance, and I will not be handling it, 
but as a country lawyer that has tried to get to the Supreme Court 
several times, I don’t think we have got a prayer unless we get some 
Government “whammy” behind it by the Solicitor General saying 
that it isa matter of great public policy and interpreting c ongressional 
acts. And I think it was a terrible blow that the Court gave us, but 
as I read the statute, as a lawyer I can’t honestly disagree w ith the 
circuit court. I think if you read it, it is the ordinary meaning of the 
words, and I don’t know enough about all these interpretive Tules to 
have a refined opinion here, but my opinion is we haven’t got a prayer 
of getting a reversal in the Supreme Court unless the Solicitor Gen- 
eral goes to bat for us. 

Mr. WitiraMs. Thank you very much. 

Mr. Harold Cope. 

Mr. Corr. I just gave a statement to be entered in the record. 

Mr. WiLuiAMs. Oh, yes. I thought it had already been entered. 
I think you did. 

Mr. Burweut. think we entered it, Mr. Chairman. 

Mr. Wriu1aMs. You had a statement by Mr. Bell, Mr. Becker, Mr. 
Blatz, Mr. Mantz. I guess he will submit a statement. Captain 
Hermann and Mr. Cope. I believe that summarizes it. 

Mr. Burweti. Yes. Mr. Chairman, I think our formal statements 
or requests to testify are through as far as the people that I am con- 
cerned with. But Imight ¢ larify the point that you and Mr. Springer 
were discussing a minute ago if informally I could call Mr. Reid Pig- 

man to describe the situation he and one other carrier are in who have 
very recently bought new equipment in the hope or on the strength 
of the Board’s certificate. I think you have two classes. One, those 
that thought the circuit court was going to support this thing and 
have laid ‘out money, and while we know ‘there i is no legal recourse, it 
is pretty hard luck because investments they take on are enough to 

make a substantial dent in their whole life savings. 

Now, the other group as I understand it are the ones that Mr. 
Scoutt spoke for who were cautious about making this type of invest- 
ment and operating until the Court spoke. 

Now, they didn’t operate at all, and there are several of those, and 
that is why we support Mr. Scoutt’s request that you don’t put in this 
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little operating thing because several other carriers wanted to wait 
and see what the Court did and didn’t operate. aut 

Now, the only thing I find wrong with the Board’s bill: these people 
are automatically eliminated. On the second string is Mr. Pigman 
and Mr. Averman, if I can call them here for 2 minutes at this point, 
and then our testimony Is over. 

Mr. WuutaMs. All right. It is pretty obvious to the committee 
the situation they are in. 

Mr. Burwetut. Mr. Reid Pigman is the president of the American 
Flyers in Fort Worth, Tex. He also has maintenance facilities at 
Ardmore, Okla., and I will let him tell you his story. As for his back- 
eround, he has been in this business 15 or 20 years. And it might in- 
terest Mr. Harman in his understandable concern on safety, Mr. Pig- 
man has trained a lot of the American Airlines captains in his school 
down there. 


STATEMENT OF REID PIGMAN, PRESIDENT OF AMERICAN FLYERS 
CORP., FORT WORTH, TEX. 


Mr. Piaman. Mr. Chairman, I was one of the first three, I believe, 
airlines that was certificated I think back in 1948 and classified at that 
time as nonscheduled carriers. 

Since that time I have operated continuously with DC-3 aircraft 
and DC-4 aircraft. In fact, I think we hauled CAM No. 1 and No. 3, 
which were the first military movements that were transported by 
air. 

Recently due to the fact that we were granted operating certificates, 
on the strength of that I purchased four Constellation aircraft to put 
in service, and which we have. We have established a large main- 
tenance base at Ardmore, Okla., for these aircraft. We have bases 
both in the east coast and the west coast for maintenance. Now, we 
are in a little different position than the scheduled carriers. We don’t 
have any stockholders to go to. We have to get this money out of 
our own pocketbook. We have to pledge our personal assets to buy. 
You don’t buy four Constellation aircraft without having to acquire 
a large sum of money to pay for them. 

As I say, we don’t—it is our money. With the possible exception 
of one schedule airline, I know of no airline president that has pledged 
his own personal assets to buy equipment. I think you will find that 
is true of every carrier in this room. They have had to pledge in 
order to buy up-to-date equipment, equipment that they could operate 
under the present competitive market. They have had to pledge all 
of their personal assets to buy this type of equipment. 

Now, this recent court ruling, of course, has thrown quite a curve 
to those of us who have done this, and I think that unless something 
is done by the legislature, a lot of us are in for mighty times because 
the banks, and so forth, that you borrow this money from have to be 
paid back, and we just can’t pay them back unless we have business to 
pay them back with. 

think you should seriously consider this situation because a num- 
ber of carriers are in the same boat I am in, so to speak. They have 
had to buy new equipment in order to keep up and to be competitive, 
and they have pledged everything they have to pay for them. 
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Now, if this thing—if you people don’t do something, it is going 
to cause a lot of us to go out of business and lose everything that we 
have acquired over 20 or 30 or 40 years in this business. I hope that 
you will come up with something, because I think it is necessary for 
the salvation of the whole industry. 

That is all I have. 

Mr. Wuu1ams. Thank you, sir. Thank you very much. 

Mr. Burwe.t. I was going to ask one more if it is agreeable to the 
chairman, and then Iam through. 

Mr. Wiu1aMs. I think the sum and substance is that no matter 
whether they played it close to the chest or played it wild, they stil] 
got stuck. 

Mr. Burweu. Well, we have Mr. Averman who is in exactly the 
same position. We h: ave Jess Stallings. He is in that position. And 
several others. As the chairman knows, some of this equipment runs 
into big money. A man pledges everything he has got, everything 
his family and his wife and children have got. We have Mr. Gus 
Conner, with Com Airways in Florida, is one . that played it the other 
way and he stands to get fanned out by this precedental language in 
there that you didn’t operate within a few months. Frankly, that 
point seemed to me, Mr. Chairman, to be some old lawyer language 
which related back originally to the 1938 act where, as you rec all it, 
there weren’t any certificated hearings. The only test was whether 
you had operated. It seems to me our situation is different in the 
sense that the Board attempted to certificate them based on a very 
thorough study of some 5 or 10 or 15 years of operation, and the mere 
accident of a fellow who was scared of what a court might decide and 
decided not to operate until he heard the news doesn’t seem to me to 
be a real equitable reason for fanning him out since the Board had 
found on the basis of some 10 or 15 years’ prior operation he was 
capable of operating well. 

Mr. WitiiaMs. You just feel he was called out on two strikes. 

Mr. Burwey. That is right, sir. 

Mr. Wuu1aMs. Mr. Burwell, I think perhaps it would serve a bet- 
ter purpose at the moment if you would be willing to discuss the 
question of possibility of stopgap legislation with this case pending 
now before the Supreme Court. God | only knows what they might do 
about anything. There is always a possibility that they might decide 
the thing in favor of the 

Mr. Sprrncer. You underst and, in Mississippi they haven’t decided 
anything right yet. [Laughter. ] 

Mr. Witttams. Not lately anyhow. Not since 1954. 

Mr. Burwety. They are not quite so sure in North Carolina either, 
Mr. Springer. 

Mr. WittaMs. Seriously, this is pending and I would assume that 
legislation is probably not nec essary if the Supreme Court should 
reverse the circuit court. But I am ine lined to feel that possibly this 
committee this late in the session should give attention to some stop- 
gap legislation rather than to place permanent legislation on the 
books in this respect until the committee can take a closer look at it. 

Would you like to amplify that a little bit or to enlarge on it! 

Mr. Burwett. I quite agree, Mr. Chairman, that that is a very 
sensible and I think practical suggestion. As you can underst: and, 
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naturally these people after 15 years of wandering through the— 
trying to get out of the land of Egypt to find the Promised Land, 
thev are shocked that the court struck them down. I am sure the 
court did its duty and, of course, what we would really like is to 
be baptized and recognized permanently, feeling that on the basis of 
merit we earned it before the Board. But realizing the problems 
that the Congress has at this session, I think that I could not honestly 
sav that the industry would perish if it were possible to do some kind 
of patch job to preserve the status quo until the Congress, perhaps 
at the next session, or whenever time permitted, was able to have some- 
what more extensive hearings and go into the thing a little more 
thoroughly. 

Mr. Sprincer. I might say to you, just looking at the schedule of 
this committee, for one thing, I know what legislation is up there, 
that is going to come before this legislation probably, don’t you 
think, John ¢ 

Mr. WinuiaMs. That is right. 

Mr. Serincer. In the way of discussion. And I am talking about 
the amount of time. You have only got 6 weeks left in this session, 
roughly, would you say, John, not much more than that. 

Mr. Wuu1aMs. Certainly not any more than that. 

Mr. Sprincer. The month of June I am pretty sure is pretty well 
preempted with legislation. I think you are going to probably have 
to come up with something that some of these members, when you go 
before the full committee, don’t know anything about that legis- 
lation are going to say: Maybe we can go along with this without 
having to have—without settling this thing forever until we have 
looked at: it. 

Mr. Burwetu. Yes, sir. 

Mr. Sprincer. That is just a suggestion. I am only thinking in 
terms of what I know this committee has to do and how they are 
going to get through what is already on the drawing board ready to 
go to the House. 

Mr. Burwewu. Well, I think it is a wise suggestion and, Mr. Chair- 
man, I don’t know anything about drafting legislation, a lot of the 
refinements. I think that if the committee, for instance, could con- 
sider legislation, for instance, that would preserve the certificates and 
preserve the status quo until the Congress in effect has time to change 
it, it might be next session, it might be if the Supreme Court did come 
down with something, and I still think it is an awfully slim hope, one 
of the reasons being, as you know, that Judge Prettyman, or the court 
fanned us out on three strikes, so the Supreme Court would have to 
disagree on all three strikes, and it is among other things unlikely. 

But if the committee could recommend a patch job that would con- 
tinue the certificated status until the Congress acted again, as you 
know, that doesn’t give you the kind of permanent financial hunting 
license that enables you to go to a bank with the same thing we have 
got now, but there is no use in talking about what is perfect. because 
we do understand your situation. 

Ts that the type of thing you were interested in ? 

Mr. Wittrams. Yes, sir. Are you through? 

Mr. Burwetn. Yes, sir. 

Mr. Wirr1ams. Thank you very much. 
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Mr. Grnspurc. Excuse me, Mr. Chairman. May I say one more 
thing? Would it be appropriate for us to submit proposed stopgap 
legislation to you as the chairman of the committee, a draft ? 

Mr. Wiiu11ams. Of course, you are perfectly at liberty to submit 
any statement that you would like for the rest of this week, at least, 
We will hold the record open that long. And, of course, the commit- 
tee is open to suggestions during that time, at any time until we have 
concluded action on this bill. 

Mr. Grinssure. Thank you, Mr. Chairman. 

Mr. Witutams. So the hearings having been concluded, the com- 
mittee will stand adjourned. 

(The following statement was later received for the record :) 


STATEMENT OF JAMES F, Horst, INTERNATIONAL VICE PRESIDENT, TRANSPORT 
WorKERS UNION oF AMERICA, AFL-CIO: Director, AIR TRANSPORT Division 


Mr. Chairman and members of the committee, my name is James F, Horst, 
and I am international vice president and director of the Air Transport Division 
Transport Workers Union, AFL-CIO. The Air Transport Division is a labor 
organization representing 22,000 airline employees, including flight navigators, 
flight attendants, maintenance, stores, clerical employees, and other ground 
personnel. 

We deeply appreciate this opportunity to appear before the committee and 
present our views on the substitute for H.R. 7593, proposed by the Civil 
Aeronautics Board. As we understand it, the Board proposal would insert 
into the act a power on the part of the Board to authorize a large number of 
carriers who would not have any definite routes or definite responsibilities, 
but who could skip around all over the country picking up business anywhere 
and anytime they felt like it. Specifically, the Board wants to escape the 
provisions of the present statute that carriers engaged in air transportation 
must be authorized over definite routes specifying the particular points to be 
served, and the prohibition against limiting the service, equipment, and facili- 
ties needed to develop those routes. If Congress grants the Board’s request, 
the Civil Aeronautics Board can then go ahead and authorize this pick-and- 
choose, here-and-there, now-and-then type of transportation. 

Our purpose in appearing before the committee today is to protest against 
granting the Board the power to create or continue a class of airlines that will 
be permitted to operate in such a way. It has been our experience that this 
sort of transportation operation is detrimental to the interests of organized 
labor, makes nearly impossible the organization of the employees of such com- 
panies, and thereby depresses the wages and conditions of work under which 
they are employed. 

Let me point out to the committee that to the extent the Board has previously 
allowed the kind of operation it now wants Congress to permit, the interests 
of labor and its ability to organize employees of these companies has greatly 
suffered already. I have checked the list of carriers which the Board attempted 
to grant certificates in 1959, and found that of the entire list of 25, the pilot 
personnel of only 4 are members of a collective bargaining organization. As 
far as flight navigators, flight engineers, flight attendants, and other ground 
personnel are concerned, the employees of only 3 of these 25 companies are 
members of a union. 

The employment situation with transportation companies such as these also 
produces a very unstable work force. This kind of carrier operates in one 
area for a period of time, then moves on to another. Workers who take em- 
ployment with such a carrier are faced with the choice of abandoning their 
jobs or taking up some kind of gypsy existence, moving from place to place 
as management sees a new opportunity to pick up some business. These con- 
ditions make it almost impossible to organize these workers, and they will 
never benefit from representation by a legitimate bona fide collective bargain- 
ing organization. 

We have also had the experience that our union members suffer when car- 
riers like this take business away from the regularly certificated carriers which 
the Air Transport Division has organized. In the recent past, members of our 
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union employed by two of the regularly certificated airlines were laid off be- 
cause the services for which they were employed were taken over by one of these 
poncertificated operators. When this occurred, some of these furloughed union 
members had to take employment with the other carrier, without the protec- 
tion of a union contract and at substantial reductions in pay and a deteriora- 
tion in their conditions of work. We are also opposed to any action which 
would, by creating uneconomic competitive conditions, aggravate the financial 
condition of the regularly certificated airlines whose employees are represented 
by our union, We have already experienced some difficulty in negotiating with 
one airline operating a route which has been the target for a number of these 
noncertificated operators. The foregoing demonstrates a twofold effect on our 
organization and its members. When business is lost by one of the regularly 
certificated carriers organized by us, workers are obliged to leave the protec- 
tion of their contract and seek nonunion employment with the newcomer who 
is in the market on only a temporary basis. And to the extent that the organ- 
ized carrier suffers financially from this competition, our task in bargaining 
with it becomes that much more difficult. 

I would also like to comment on the Board’s proposal that it be permitted 
to certificate these operators on some kind of a general finding of fitness. Ob- 
viously, financially weak operators are unstable employers, and it is most dif- 
ficult to extend the benefit and protection of union membership to workers em- 
ployed by them. I can tell this committee about a very recent experience in 
which our union actually succeeded in organizing the flight navigator employees 
of an air carrier. Within hours after the National Mediation Board certified 
the Air Transport Division, the Federal Aviation Administration revoked the 
carrier’s operating certificate for a number of maintenance and pilot violations, 
and it was put out of business. It is our union’s position that the opportunity 
for stable employment with airline companies should be assured not only by au- 
thorizing them only on specific routes and in specific areas, but by requiring them 
to show that they are fit and responsible to undertake airline service. 

For these reasons we believe the Board’s proposal is completely unsound, 
economically discriminating, and totally divorced of all reasoning or justification. 


(Whereupon, at 4 p.m., the hearings were concluded.) 
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